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[6720-01-M] 


FEDERAL HOME LOAN BANK BOARD 
[12 CFR Part 563b] 
(No. 78-541] 
INSURANCE OF ACCOUNTS 
Conversion from Mutual to Stock Form 
OcToBER 11, 1978. 


AGENCY: Federal Home Loan Bank 
Board and Federal Savings and Loan 
Insurance Corporation. 


ACTION: Proposed rule. 


SUMMARY: The Federal Savings and 
Loan Insurance Corporation’s present 
regulations governing conversions of 
FSLIC insured institutions from 
mutual to stock form of ownership 
provide for the sale of conversion 
stock by means of a subscription offer- 
ing to eligible account holders, other 
association members, and officers, di- 
rectors and employees. All unsub- 
scribed-for shares may be sold in a 
public offering, if such offering is 
practicable, otherwise in a private dis- 
tribution. The proposed amendments 
would continue to provide for the sale 
of conversion stock by means of a sub- 
scription offering but would generally 
increase the rights of eligible account 
holders and other association mem- 
bers and limit purchases by officers 
and directors. In addition, the pro- 
posed amendments would provide for 
the sale of all unsubscribed-for shares 
in a public offering either in a direct 
offering through an underwriter or in 
a direct community marketing by the 
association. The purpose of these pro- 
posed changes is to promote wider par- 
ticipation by account holders and the 
public at large and to prescribe the 
degree of concentration of stock held 
by officers and directors. 


DATES: Comments must be received 
by November 20, 1978. 


ADDRESS: Send comments to the 
Office of the Secretary, Federal Home 
Loan Bank Board, 1700 G Street, NW., 
Washington, D.C. 20552. Comments 
available for public inspection at this 
address. 


FOR FURTHER 
CONTACT: 


Douglas P. Faucette, Associate Gen- 
eral Counsel, Federal Home Loan 
Bank Board, 202-377-6410, at the 
above address. 


SUPPLEMENTAL INFORMATION: 
The Federal Home Loan Bank Board 
by Resolution No. 74-144, dated Feb- 
ruary 28, 1974, (39 FR 9142), adopted 
the present conversion regulations, 
which became effective April 8, 1974. 
Amendments to the regulations au- 
thorized the Bank Board to issue Fed- 
eral stock charters, eliminated dis- 
counts on the sales price of stock and 
the preliminary and final Bank Board 
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approval concept, revised the alloca- 
tion of stock subscription rights, and 
added § 563b.9 which prohibits certain 
offers to acquire securities both prior 
to and 3 years subsequent to a conver- 
sion. 

The Bank Board staff has analyzed 
over 102 conversion applications; 35 
have been approved of which 31 con- 
versions have been completed. 

In several conversions some small in- 
stitutions which were unable to sell 
stock through a public underwriter be- 
cause of their size, also experienced 
poor account holder participation. 
Since the current regulations require 
that all conversion stock be sold, man- 
agement, in these instances, was re- 
quired to purchase all unsold shares. 

The Bank Board believes this is an 
unacceptable result, not only because 
of the burden this requirement places 
on management, but because of the 
degree of concentration of ownership 
which sometimes results. 

In order to broaden participation by 
accountholders and reduce the degree 
of concentration by officers and direc- 
tors the Bank Board proposes to 
amend § 563b.3(c) to require plans of 
conversion to contain: 

(1) A provision giving each supple- 
mental eligible account holder, imme- 
diately following subscriptions by eli- 
gible account holders, a right to pur- 
chase the greater of 200 shares, one- 
tenth of 1 percent of the total offering 
of stock, or 15 times the product ob- 
tained by multiplying the total 
number of shares to be sold by the 
fraction which his qualifying deposits 
represents when compared to all quali- 
fying deposits on the supplemental eli- 
giblity record date. 

(2) A provision increasing the sub- 
scription rights distribution to eligible 
account holders to the greater of 200 
shares, one-tenth of 1 percent of the 
total offering, or 15 times the account 
holders’ pro rata share of the offering. 

(3) A provision giving a right to pur- 
chase 200 shares to account holders 
and borrowers entitled to vote at the 
meeting called to consider the conver- 
sion, but who are not eligible or sup- 
plemental eligible account holders. 

(4) A provision limiting purchases by 
a person and his associates to 5 per- 
cent of the total offering of shares. 

(5) A provision limiting purchases by 
officers and directors of the institu- 
tion and their associates to 25 percent 
of the total offering. ; 

In addition, the following optional 
provisions have been added or amend- 
ed: 

(1) A provision requiring any shares 
not sold in the subscription offering to 
be sold in a public offering through an 
underwriter or directly by the institu- 
tion in a direct community marketing. 

(2) A provision permitting eligible 
account holders, supplemental eligible 


account holders and members to re- 
ceive additional rights to purchase up 
to 1 percent of the total offering. 

In order to improve the trading 
market in a converted institutions’ 
stock after a conversion and to further 
insure arms length transactions by 
management, the Bank Board pro- 
poses to amend § 563b.3(c) to require 
that plans of conversion contain: 

(1) A provision requiring a converted 
institution to, (a) register the stock 
pursuant to the Securities Exchange 
Act of 1934; (b) use its best efforts to 
encourage and assist a market maker 
to establish and maintain a market for 
the stock issued in the conversion; and 
(c) use its best efforts to list the shares 
issued in connection with the conver- 
sion _ on a national or regional ex- 
change or the NASDAQ quotation 
system. 

(2) A provision restricting resale of 
stock purchased by officers and direc- 
tors for a period of 3 years. 

(3) A provision requiring, for a 
period of 3 years, officers and direc- 
tors to purchase stock in the institu- 
tion only from a broker or dealer reg- 
istered with the Securities and Ex- 
change Commission. The only excep- 
tion to this would be a negotiated 
transaction for more than 1 percent of 
the outstanding stock. 

The Bank Board also proposes to 
amend § 563b.3 (c) and (d) by adding 
two requirements to plans of conver- 
sion, one being that the expenses in- 
volved in a conversion be reasonable 
and the other, that the number of 
shares-reserved for a stock option plan 
that is adopted at the meeting called 
to consider the conversion cannot 
exceed 10 percent of the stock sold 
pursuant to the conversion. These two 
requirements have been Bank Board 
policy in all applications for conver- 
sion considered to date. 

In addition, the Bank Board pro- 
poses to revise the current 10-year re- 
striction on the payment of cash divi- 
dend of two-thirds of current income 
to one-half of current income. 

Current §563b.9(d) prohibits, with- 
out Corporation approval, an an- 
nouncement of an offer to acquire 
more than 10 percent of any equity se- 
curity of a converted institution. The 
Bank Board proposes to amend this 
paragraph to prohibit, without Corpo- 
ration approval, acquisition of benefi- 
cial ownership of more than 10 per- 
cent of any classs of equity security of 
a converted institution for 3 years, 
whether or not an offer is made. 

Section 563b.2 Definitions would be 
revised by deleting the unneeded defi- 
nition of “intitlement shares”, by 
amending the definition of the term 
“subscription offering”, and by adding 
definitions of the terms, “Broker”, 
‘“‘Market-Maker’”, “Supplemental eligi- 
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bility record date’, and “Supplemental 


eligible accountholder”. 

The Bank Board proposes te amend 
Form AC by recuiring the disclosure 
of officers’ and directors’ account bal- 
ances on the eligibility record date and 
the 2 ye 


ears preceding such date if the 

J st €5.000 on the eligi- 

nd has increased by 

at least 25 sereen * during the 2-year 
period preceding that date. 

sg PS would be revised by requir- 

led a 1alysis by management 

statements contained 


f forming changes are 
made to the. s (AC, PS and OC) 
used in connection with Part 563b. Ac- 
cordingly, che Bank Board proposes to 
amend i2 CFR Part 563b and accom- 
panying forms to read as follows: 


PART S632—CONVERSIONS FROM MUTUAL TO 
STOCK FORM 


Sec. 
-563b.1 


° 


563b.2 


Scope of part. 

Definitions. 

563b.3 General principles for conversions. 

563b.4 Notice of filing; public statements; 
confidentiality. 

563b.5 . Solicitation of proxies; proxy state- 
ment. 

563b.6 Vote by members. 

563b.7 Pricing and sale of securities. 

563b.8 Procedural requirements. 

563b.9 Acauisitions of securities of convert- 
ed associations. 

AUTHORITY: Secs. 402, 403, 407, 48 Stat. 
1256, 1257, 1260, as amended; 12 U.S.C. 1725, 
1726, 1730; See. 5, 48 Stat. 132, as amended; 
12 U.S.C. 1464. Reorg. Plan No. 3 of 1947, 12 
FR 4981, 3 CFR, 1943-48 Comp., p. 1071. 


§ 563b.1 _ Scope of part. 


(a) General. Except as the Corpora- 
tion may otherwise determine, the 
provisions of this part shall exclusive- 
ly govern the conversion of mutual in- 
svred institutions to capital stock in- 
sured institutions. No such mutual in- 
sured institution shall convert to the 
capital stock form of organization 
without the prior written approval of 
the Corporation pursuant to the provi- 
sions of this part, except as the Corpo- 
ration may otherwise provide in super- 
visory cases. 

(b) Provisions of prescribed forms. 
Any provision in a form prescribed 
under this part and covering the same 
subject matter as any provision of this 
part shall have the same force and 
effect as if it were a provision of this 
part except as it relates to information 
not deemed material. 

(c) Conflicts with State law. a) In 
the event an applicant finds that com- 
pliance with any provision of this part 
would be in conflict with applicable 
State law, the applicant may file with 
the Corperation a written request for 
waiver of compliance with such provi- 
sion. Such request may be incorporat- 
ed in the application for conversion; 
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otherwise, the applicant shall file fo 
copies of such request. 

(2) In making any 
applicant shali: 

(i) Specify the provision or provi- 
sions of this part with respect 
which the applicant desires waiver; 

dii) Furnish an opinion of counsel 
demonstrating that applicable State 
law is in conflict with the specified 
provision or provisions of: this 
and 

(ii) Demonstrate that the reauested 
waiver would not result in any effects 
that would be inequitable or detrimen- 
tal to the applicant, its account h old- 
ers or other insured oi S$ 1s 
contrary to the public 


§ 563.2 Definitions. 

(a) As used in this part 
forms under this part, 
definitions apply, unless 
otherwise requires: 

(1) Affiliate. An “affiliate” of, or 2 
person “affiliated” with. a specified 
person, is a person that directly, or in- 
directly through one or more interme- 
diaries, controls, or is controlled by, or 
is under common control with, the 
person specified. 

(2) Amount. 
when used in 


z 


such request, the 


part; 


and in the 
the following 
the context 


nr — Co - 99 
The term “amouni, 


regard to securities, 


. means the principal amount if relating 


to evidences oi indebtedness, the 
number of shares if relating to shares, 
and the number of units if relating to 
any other kind of security. 

(3) Applicant. An “applicant” is an 
insured institution which has applied 
to convert pursuant to this part. 

(4) Associate. The term “associate,” 
when used to indicate a relationship 
with any person, means (i) any corpo- 
ration or organization (other than the 
applicant or a majority-owned subsidi- 
ary of the applicant) of which suc 
person is an officer or partner or is, di- 
rectly or indirectly, the beneficial 
owner of 10 percent or more of any 
class of equity securities, (ii) any trust 
or other estate in which such person 
has a substantial beneficial interest or 
as to which such person serves as 
trustee or in a similar fiduciary capac- 
ity, and (iii) any relative or spouse of 
such person, or any relative of such 
spouse, who has the same home as 
such person or who is a director or of- 
ficer of the applicant or any of its par- 
ents or subsidiaries. 

(5) Association members. The term 
“association members” refers to per- 
sons who, pursuant to the charter or 
bylaws of the applicant, are eligible to 
vote at the applicant’s meeting at 
which conversion will be voted upon. 

(6) Board. The term “Board” refers 
to the Federal Home Loan Bank 
Board. 

(7) Broker. The term ‘broker’ 
means any person engaged in the busi- 
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ness of effecting transactions in securi- 
ties for the account of others. 

(8) Capiial stock. The term ‘capital 
stock’’ includes permanent stock, guar- 
anty stock, permanent reserve stock, 
or any similar certificate evidencing 
nonwithdrawable capital. 

(9) Charter. The term “charter” in- 
hi ; articles of a ation, arti- 

: xclation, or any similar in- 
as amended, effecting 
ith or without filing with any 
sntal agency) the. organiza- 
eation of an incorporated or 
sonauendn person. 
0) Control. The term “control” 
ng the terms “controliing,” ‘‘con- 
> by,’ and “under commen 
Ad means ‘the possessicn, direct or 
of the power to direct or 
the direction of the manage- 
1t and policies of a person, whether 
hr ber the ownership of voting secu- 
ities, by contract, or otherwise. 

di Corporation. The term ‘‘Corpo- 
ration” refers to the Federal Savings 
and Loan Insurance Corporation. 

(12) Dealer. The term ‘dealer’ 
means any person who engages either 
for ali or part of his time, directly or 
indirectly, as agent, broker, or princi- 

al in the business of offering, 

, selling, or otherwise dealing or 
12 in securities issued by another 


(in- 


rs 


The term ‘director’ 
means any director of a corporation or 
any person performing similar func- 
tions with respect to any organization 
whether incorpor ated or unincorporat- 
ed. 

(14) Eligibility record date. The 
term “eligibility record date” means 
the record date for determining eligi- 

le account holders of a converting in- 
stitution. 

(X53) Eligible account holder. The 
term “eligible account holder’ means 
any persen holding a qualifying depos- 
it as determined in accordance with 
§ 563b.3(e). 

(16) Employee. The term ‘“‘emplicyee”’ 
does not include a director or officer. 

(17) Equity security. The term 
“equity security” means any stock or 
similar security: or any security con- 
vertible, with or without considera- 
tion, into such a security, cr carrying 
eny warrant or right to subscribe to or 
purchase such security; or any such 
‘ fag or right. 

18) Insured institution. ‘The term 
= Pcs Seb institution”. has the same 
meaning as in section 561.1 of this sub- 
chapter. ; 

(19) Market maker. The term 
“market maker” means a deaier who, 
with respect to a particular security, 
(i) regularly publishes a bona fide, 
competitive bid and offer quotations 
in a recognized interdealer quotation 
system; or (ii) furnishes bona fide com- 
petitive bid and offer quotations on re- 


(13) Director. 
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quest; and (iii) is ready, willing, and 
able to effect transactions in reason- 
able quantities at his quoted prices 
with other brokers or dealers. 

(20) Material. The term “material”, 
when used to qualify a requirement 
for the furnishing of information as to 
any subject, limits the information re- 
quired to those matters as to which an 
average prudent investor ought rea- 
sonably to be informed before pur- 
chasing an equity security of the ap- 
plicant, or matters as to which an 
average prudent association member 
ought reasonably te be informed in 
voting upon the plan of conversion of 
the applicant. 

(21) Member. The term “member” 
means any person qualifying as a 
meraber of an insured institution pur- 
suant to its charter or bylaws. 

(22) Offer. The term “offer”, “offer 
to sell’, or “offer of sale” shall include 
every attempt or offer to dispose of, or 
solicitation of an offer to buy, a securi- 
ty or interest in a security, for value. 
These terms shall not include prelimi- 
nary negotiations or agreements be- 
tween an applicant and any underwrit- 
er or among underwriters who are or 
are to be in privity of contract with an 
applicant. 

(23) Officer. The term “officer” 
means the chairman of the board, 
president, vice president, secretary, 
treasurer or principal financial officer, 
comptroller or principal accounting of- 
ficer, and any other person perform- 
ing similar functions with respect to 
any organization whether incorporat- 
ed or unincorporated. 

(24) Person, The term “person” 
means an individual, a corporation, a 
partnership, an association, a joint- 
stock company, a trust, any unincor- 
porated organization, or a government 
or political subdivision thereof. 

(25) Proxy. The term “proxy” in- 
cludes every form of authorization by 
which a person is, or may be deemed 
to be, designated to act for an associ- 
ation member in the exercise of his 
voting rights in the affairs of an in- 
sured institution. Such an authoriza- 
tion may take the form of failure to 
dissent or object. 

(26) Purchase. The terms “purchase” 
and “buy” include every contract to 
purchase, buy, or otherwise acauire a 
security or interest in a security for 
value. ; 

(27) Sale. The terms “sale” and 
“sell” include every contract to sell or 
otherwise dispose of a security or in- 
terest in a security for value; but such 
terms do not include an exchange of 
securities in connection with a merger 
or acquisition approved by the Board 
or the Corporation. 

(28) Savings account, The term “‘sav- 
ings account” has the same meaning 
as in section 561.11 of this subchapter 
and includes certificates of deposit. 


PROPOSED RULES 


. (29) Security. The term “security” 
includes any note, stock, treasury 
stock, bond, debenture, transferable 
share, investment contract, voting- 
trust certificate, or in general, any in- 
strument commonly known as a “secu- 
rity’; or any certificate of interest or 
participation in, temporary or interim 
certificate for, receipt for, or warrant 
or right to subscribe to or purchase, 
any of the foregoing. 

(30) Solicitation; solicit. The terms 
“solicitation” and “‘solicit” refer to (i) 
any request for a proxy whether or 
not accompanied by or included in a 
form of proxy; (ii) any request to ex- 
ecute, not execute, or revoke a proxy; 
of (iii) the furnishing of a form of 
proxy or other communication to asso- 
ciation members under circumstances 
reasonably calculated to result in the 
procurement, withholding, or revoca- 
tion of a proxy, The terms do not 
apply, however, to the furnishing of a 
form of proxy to ané_ association 
member upon the unsolicited request 
of such association member, the per- 
fermance of acts required by 
§ 563b.5(f), or to the performance by 
any. person of ministerial acts on 
behaif of a person soliciting a proxy. 

(31) Subscription offering. The term 
“subscription offering’ refers to the 
offering of shares of capital stock, 
through nontransferable subscription 
rights issued to: (i) Eligible account 
holders as required by § 5630.3(¢c)(2); 
(ii) supplementai eligible account 
holders as required by § 563b.3(c)(4); 
(iii) members entitled to vote at the 
meeting called to consider the conver- 
sion as required by § 563b.3(c)(5); Civ) 
Girectors, officers, and employees, as 
permitted by § 563b.3(d)(1); and (v) eli- 
gible account holders, supplemental 
eligible account holders, and voting 
members as permitted by § 563b.3- 
(d)(2). 5 = 

(32) Subsidiary. A “subsidiary” of a 
specified person is an affiliate con- 
trolled by such person, directly or indi- 
rectly, through one or more interme- 
diaries. 

(33) Supervisory agent. The term 
“supervisory agent’ means (i) the 
president of the bank of the Federal 
home loan bank district in which the 
applicant has its principal office, or 
(ii) any other person who is specifical- 
ly designated as an agent by the Cor- 
poration to act in its behalf in the ad- 
ministration of this part. 

(34) Supplementai eligibility record 
date. The term “supplemental eligibil- 
ity record date’’ means the supplemen- 
tal record date for determining supple- 
mental eligible account holders of a 
converting institution required by 
§ 563b.3(c)(3). The date shall be the 
last day of the calendar quarter ‘pre- 
ceding Board approval of the applica- 
tion for conversion. 


(35) Supplemental eligible account 
holder. The term “supplemental eligi- 
ble account holder” means any person 
holding a qualifying deposit, except 
officers, directors, and their associates, 
as of the supplemental eligibility 
record date. 

(36) Underwriter. The term “under- 
writer” means any person who has 
purchased from an applicant with a 
view to, or offers or selis for an appli- 
cant in connection with, the distribu- _ 
tion of any security, or participates or 
has a direct or indirect participation in 
the direct or indirect underwriting of 
any such undertaking; but such term 
shall not include a person whose inter- 
est is limited to a commission from an 
underwriter or dealer not in excess of 
the usual and customary distributors’ 
or sellers’ commission. The term “prin- 
cipal underwriter’ means,;an under- 
writer in privity of contract with the 
applicant or other issuer of securities 
as to which he is the underwriter. 

(b) Terms defined in other parts of 
this subchapter, when used in this 
part, shall have the meanings given in 
such definitions, to the extent such 
definitions are not inconsistent with 
the definitions contained in this part, 
unless the context otherwise requires. 


§563b.3 General principles for conver- 
sions. 


(a) Findings of Federal Home Loan 
Bank Board. (1) The regulations con- 
tained in this part are promulgated to 
provide rules by which mutual insured 
institutions may convert to the stock 
form of organization on an equitable 
basis. In determining the equity of 
conversion standards and procedures, 
the Board, both directly and as operat- 
ing head of the Ccrporation, finds 
that it is necessary to consider the ef- 
fects of various standards and proce- 
dures that might be adopted, not only 
on an individual applicant but also on 
the entire system of insured institu-: 
tions. Indeed, the Board believes that 
it has a public responsibility also to 


- consider the effects on financial insti- 


tutions which are not thrift inmstitu- 
tions and on thrift institutions which 
are not subject to the Board’s regula- 
tory jurisdiction. If a particular 
method of conversion would unaccep- 
tably threaten the financial stability 
of such institutions, or a substantial 
portion of them, the Board cannot 
consider such method of conversion to 
be on an equitable basis. Further, if a 
particular method of conversion would 
tend to force individual mutual in- 
sured institutions to convert to the 
stock form irrespective of whether 
such institutions or the communities 
they serve would be benefited thereby, 
the Board cannot consider such a 
method of conversion to be on an equi- 
table basis. 
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; (2) The Board has determined that a 
method of conversion which provides a 
so-called ‘‘windfall” distribution to the 
account holders of a converting 
mutual insured institution would 
create strong incentives for significant 
shifts of savings funds among insured 
institutions and other financial insti- 
tutions and that such shifts of savings 
funds would unacceptably threaten 
the financial stability of such institu- 
tions. The Board has also determined 
that a method of conversion which 
provides a so-called ‘‘windfall’’. distri- 
bution would tend to force individual 
mutual insured institutions to conver 
to the stock form irrespective of 
whether such institutions or the com- 
munities they serve would be benefit- 
ed thereby. The Board therefore finds 
that no method of conversion can be 
considered equitable unless such 
“windfall” distribution is virtually 
eliminated. The Board further finds 
that such “windfall” distribution is 
not virtually eliminated by methods of 
conversion under which the contrcl of 
such distribution is intended to be ef- 
fected by systems of averaging or 
weighting deposits, by restricting 
transferability of the capital stock of 
converted insured institutions, by plac- 
ing such stock in escrow or trust, by 
delayed distribution of’ such stock or 
its equivalent in cash by placing such 
stock in escrow or trust, by delayed 
distribution of such stock or its equiv- 
alent in cash, or by segregating the 
net worth accounts of converted in- 
sured institutions and proportionally 
allocating the future income of such 
institutions tc such accounts, or by 
any of the foregoing methods taken in 
combination. The Board also finds 
that, in order for conversion regula- 
tions to be effective against the unde- 
sirable results of such ‘‘windfall” dis- 
tributions, the basic provisions of such 
regulations must operate with sub- 
stantial uniformity with respect to 
mutual insured institutions on a na- 
tional scale. 

(3) The regulations contained in this 
part, while providing the account 
holder with rights to a share in the 
equity of the converting mutual in- 
sured institution in the event of a sub- 
sequent complete liquidation, are de- 
signed virtually to eliminate the 
“windfall” aspect of conversion and 
the resulting disruptive effect on the 
economy: Accordingly, the Board finds 
that these regulations provide a means 
by which mutual insured institutions 
may convert to stock form on an equi- 
table basis. 

(b) General requirements. No appli- 
cation for conversion shall be ap- 
proved by the Corporation if: 

(1) The plan of conversion adopted 
by the applicant’s board of directors is 
not in accordance with the provisions 
of this part; 
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(2) The conversion would result in 
any reduction of the Federai insur- 
ance reserve or would cause the appli- 
cant to fail to meet any net worth re- 
quirement of §563.13 of this sub- 
chapter; 

(3) The conversion may result in a 
taxable reorganization of the appli- 
cant under the Internal Revenue Code 
of 1954, as amended; or 

(4) The converted institution would 
not have its accounts insured by the 
Corporation. 

(c) Required provisions in plan of 
conversion. The plan of conversion 
shall: 

(1) Provide that the converting in- 
sured institution shall issue and sell its 
capital stock at a total price equal to 
the estimated pro forma market value 
of such stock in the converted insured 
institution, based on an independent 
valuation, as provided in § 563b.7. 

(2) Provide that each eligible ac- 
count holder shall receive without 
payment, nontransferable subscription 
rights to purchase capital stock in an 
amount equal to the greater of 200 
shares, one-tenth of 1 percent cf the 
total offering of shares or 15 times the 
product (rounded down to the next 
whole number) obtained by multiply- 
ing the total number of shares of capi- 
tai stock to be issued by a fraction of 
which the numerator is the amount of 
the qualifying deposit of the eligible 
account holder and the denominator is 
the total amount of qualifying depos- 
its of all eligible account holders in 
the converting insured institution. If 
the allotment made in this paragraph 
(c)2) results in an oversubscription, 
shares shall be allocated among sub- 
scribing eligible account holders so as 
to permit each such account holder, to 
the extent possible, to purchase a 
number of shares sufficient to make 
his total allocation eaual to 100 
shares. Any shares not so allocated 
shall be allocated among the subscrib- 
ing eligible account holders on such 
equitable basis, related to the amounts 
of their respective qualifying deposits 
as may be provided in the plan of cen- 
version. 

-(3) Nontransferable subscription 
rights to purchase capital stock re- 
ceived by officers and directors and 
their associates of the converting in- 
sured institution based on their in- 
creased deposits in the converting as- 
sociation in the l-year period preced- 
ing the eligibility record date shall be 
subordinated to all other subscriptions 
involving the exercise of nontransfera- 
ble subscription rights to purchase 
shares pursuant to paragraph (c)(2) of 
this section. 

(4) Provide that, in plans involving 
an eligibility record date that is more 
than 15 months prior to the date of 
the latest amendment to the applica- 
tion for conversion filed prior to Board 


- 
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approval, 2a supplemental eligibility 
record date be determined whereby 
each supplemental eligible account 
holder of the converting insured insti- 
tution, shall receive without payment, 
nontransferable subscription rights to 
purchase supplemental shares in an 
amount equal to the greater of 200 
shares, one-tenth of 1 percent of the 
total offering of shares or 15 times the 
product (rounded down to the next 
whole number) obtained by multiply- 
ing the total number of shares of capi- 
tal stock to be issued by a fraction of 
which the numerator is the amount of 
the qualifying deposit of the supple- 
mental! eligible account holder and the 
denominator is the total amount of 
the qualifying deposits of all supple- 
mental eligible account holder in the 
converting insured institution on the 
supplemental eligibility record date. 

(i) Subscription rights received pur- 
suant to this paragraph (c)(4) shall be 
subordinated to all rights received by 
eligible account holjders to purchase 
shares pursuant to paragraph (c)(2). 

(ii) Any nontransferable subscrip- 
tion rights to purchase shares received 
by an eligible account holder in ac- 
cordance with paragraph (c)(2) of this 
section shall be applied in partial satis- 
faction of the subscription rights to be 
destributed pursuant to this para- 
graph (c)(4). 

(iii) In the event of an oversubscrip- 
tion for supplemental shares pursuant 
to this paragraph (c)(4), shares shall 
be allocated among the subscribing 
supplemental eligible account holders 
as follows: 

(A) Shares shall be allocated among 
subscribing supplemental eligible ac- 
count holders so as to permit each 
such supplemental account holder, to 
the extent possible, to purchase a 
number of shares sufficient to make 
his total allocation (including the 
number of shares, if any, allocated in 
accordance with paragraph (c)(2) of 
this section) equal to 100 shares. 

(B) Any shares not allocated in ac- 
cordance with paragraph (c)(4)(iii)(A) 
of this section shall be allocated 
among the subscribing supplemental 
eligible account hoiders on such equi- 
table basis, related to the amounts of 
their respective qualifying deposits as 
may be provided in the plan of conver- 
sion. 

(5) Provide that association voting 
members who are not either eligible 
account holders or supplemental eligi- 
ble account holders shall receive, with- 
out payment, nontransferable sub- 
scription rights to purchase 200 shares 
of capital stock, to the extent that 
shares are available after satisfying 
the subscriptions of: eligible account 
holders and supplemental eligible ac- 
count holders provided for under para- 
graphs (c) (2) and (4) of this section. 
In the event of an oversubscription for 
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shares under the provisions of this 
paragraph (c)(5), the shares available 
shall be allocated among the subscrib- 
ing voting members on such equitabie 
basis as may be provided in the plan of 
conversion. 

(6) Provide that the number of 
shares which any person together with 
any associate or group of persons 
acting in concert may subscribe for or 
purchase in the conversion shali not 
exceed 5 percent of the total offering 
of shares. For purposes of this para- 
rraph (c}($) the members of the con- 
verting insured institution’s board of 
directors shall not be deemed to be as- 
sociates or a group acting in concert 
solely as a result of their board mem- 
bership. 

(7) Provide that the number of 
shares which officers and directors of 
the converting insured institution and 
their associates may purchase in the 
conversion shall not exceed 25 percent 
of the total offering of shares. 

(8) Provide that no officer, or direc- 
tor or their associates, shall purchase 
without the prior written approval of 
the Corporation the capital stock of 
the converted insured institution 
except froma broker or dealer regis- 
tered with the Securities and Ex- 
change Commission for a period of 3 
years following the conversion, This 
provision shall not apply to negotiated 
transactions as defined by § 563.8- 
1(aX(3)i) involving more than 1 per- 
cent of the outstanding capital stock 
of the converted insured institution. 

(9) Provide that the sales price of 
the shares of capital stock to be sold 
in the conversion shali be a uniform 
price determining in accordance wit 
§ 563b-7; and specify the underwriting 
and/or other marketing arrangements 
to be made to assure the sale of all 
shares not sold in the subscription of- 
fering. 

(10) Provide that each savings ac- 
count holder of the converting insured 
institution shall receive, without pay- 
ment, a withdrawable savings account 
or accounts in the converted insured 
institution equal in withdrawable 
amount to the withdrawal value of 
such account holder’s savings account 
or accounts in the converting insured 
institution. 

(11) Provide for the establishment 
and maintenance of a liquidation ac- 
count for the benefit of eligible ac- 
count holders and supplemental! eligi- 
ble account holders in the event of a 
subsequent complete liquidation of the 
converted insured institution, in ac- 
cordance with the provisions of para- 
graph (f) of this section. 

(12) Provide for an eligibility record 
date, which shall be not less than 90 
days prior to the date of adoption of 
the plan by the converting insured in- 
stitution’s board of directors. 
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(13) Provide that the holders of the 
capital stock of the converted insured 
institution shall have exclusive voting 
rights, unless in the case of a State- 
chartered converted insured institu- 
tion State law requires savings account 
hoiders and/or borrowers of the con- 
verted insured institution to have 
voting _rights, in which case the 
charter of the converted insured insti- 
tution shail (i) limit such voting rights 
to the minimum required by State law, 
and (ii) provide for the management 
of the converted insured institution to 
solicit proxies from such savings ac- 
count holders and/or borrowers in the 
same manner as it solicits proxies 
from its shareholders. 

(14) Provide that the plan of conver- 
sion adopted by the applicant’s board 
of directers may be _ substantively 
amended by such board of directors as 
a result of comments from regulatory 
authorities or otherwise prior to the 
solicitation of proxies from members 
to vote on the plan and at any time 
thereafter with the concurrence of the 
Corporation; and that the conversion 
may be terminated by such board of 
directors at any 
meeting of members called to consider 
the plan of conversion and at any time 
thereafter with the concurrence of the 
Corporation. 

(15) Provide that all shares of capi- 
tal stock purchased by directors and 
officers on original issue in the conver- 
sion either directly from the insured 
institution (by subscription or other- 
wise) or from an underwriter of such 
shares, shall be subject to the restric- 
tion that such shares shall not be sold 
for a period of not less than 3 years 
following the date of purchase, except 
in the event of death of the director or 
officer. 

(16) Provide that, in connection with 
shares of capital stock. subject ‘to re- 
striction on sale for a period of time: 

(i) Each certificate for such stock 
shall bear a legend giving appropriate 
notice of such restriction; 

(ii) Appropriate instructions shail be 
issued to the transfer agent for the 
converted insured institution’s capital 
stock with respect to applicable re- 
strictions on transfer of any such re- 
stricted stock; and 

(iii) Any shares issued as a stock 
dividend, stock split, or otherwise with 
respect to any such restricted stock 
shali.be subject to the same restriction 
as may apply to such restricted stock. 

(17) Provide that the converting in- 
sured institution shall: 

(i) Promptly following the conver- 
sion register the securities issued in 
connection therewith pursuant to the 
Securities Exchange Act of 1934 and 
undertake not to deregister.such secu- 
rities for a period of 3 years thereaf- 
ter; 


time prior to the . 


(ii) Use its best efforts to encourage 
and assist a market maker to establish 
and maintain a market for the securi- 
ties issued in connection with the con- 
version; and 

(iii) Use its best efforts to list those 
shares issued in connection with the 
conversion on a national or regional 
securities exchange or on the. 
NASDAQ quotation system. 

(18) Provide that the expenses in- 
curred in the conversion shall be rea- 
sonabie. 

(19) Contain no provision which the 
Corporation shall determine to be in- 
equitable or detrimental to the applis 
cant, its savings account holders or 
other insured inStitutions or to be con- 
trary to the public interest. 

(d) Optional provisions in plan of 
conversion. The plan of conversion 
may provide any or all of the follow- 
ing: ‘ 

(1) That directors, officers, and em- 
ployees of the converting insured insti- 
tution, as part of the subscription of- 
fering, shall be entitled to purchase 
shares of capital stock, to the extent 
that shares are available after satisfy- 
ing the subscriptions of eligible ac- 
count holders, supplemental eligible 
account holders and members pro- 
vided for under patagraphs (c) (2), (4), 
and (5) of this section, subject to the 
following conditions: 

(i) The total number of shares which 
may be purchased under this subdivi- 
sion (i) shall not exceed 25 percent of 
the total number of shares to be 
issued in-:the case of a converting in- 
sured institution with total assets of 
less than $50 million or 15 percent in 
the case of a converting insured insti- 
tution with total assets of $500 million 
or more; in the case of a converting in- 
sured institution with total assets of 
$50 million or more but less than $500 
million, the percentage shall be no 
more than a correspondingly appropri- 
ate number of shares based on total 
asset size (for example, 20 percent in 
the case of a converting insured insti- 
tution with total assets of approxi- 
mately $275 million); and 

(ii) The shares shall be allocated 
among directors, officers, and employ- 
ees on an equitable basis such as by 
giving weight to period of service, com- 
pensation and position, subject to a 
reasonable limitation on the amount 
of shares which may be purchased by 
any person associate thereof, or group 


of affiliated persons or group of per- 


sons otherwise acting in concert. 

(2) That each eligible account 
holder, supplemental subscription of- 
fering, shall also receive, without pay- 
ment, nontransferable subscription 
rights to purchase up to 1 percent of 
the total offering of shares of capital 
stock, to the extent that such shares 
are available after satisfying the sub- 
scriptions provided for under para- 
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graphs (c) (2), (4), and (5) of this sec- 
tion, subject to such conditions as may 
be provided in the plan of conversion. 
In the event of an oversubscription for 
such additional shares, the shares 
available shall be allocated among the 
subscribing eligible account holders, 
supplemental! eligible account holders 
and voting members on such equitable 
basis, related to the amounts of their 
respective subscriptions, as may be 
provided in the plan of conversion. 
Where possible such subscriptions 
shall be allocated in such a manner 
that total purchases by eligible ac- 
count holders, supplemental eligible 
account holders, and voting members 
shall be rounded to the nearest 100 
shares. 

(3) That any shares of the convert- 
ing insured institution not sold in the 
subscription offering shall either be 
sold: in a public offering through an 
underwriter or directly by the convert- 
ing insured institution in a direct com- 
munity marketing, subject to the ap- 
plicant demonstrating to the Corpora- 
tion the feasibility of the method of 
sale and to such conditions as may be 
provided in the plan of conversion. 
Such conditions shall include, but not 
be limited to: 

(i) A condition limiting purchases by 
each officer and director or their asso- 
ciates in this phase of the offering to 
one tenth of one percent of the total 
offering of shares; 

ii) A condition limiting purchases 
by persons and their associates in this 
phase of the offering to 2 percent of 
the share to be sold in the total offer- 
ing or any lesser percent included in 
the plan of conversion pursuant to 
paragraph (d)(5) of this section; and 

(iii) A condition that any direct com- 
munity offering by the converting in- 
stitution shall give a preference to nat- 
ural persons residing in the counties in 
which the institution has an office. 

(4) That any significant residue of 
shares of the converting insured insti- 
tution not sold in the subscription of- 
fering or in a public offering referred 
to in paragraph (d)(3) may be sold in 
such other manner as provided in the 
plan with Board approval. 

(5) That the number of shares which 
an eligible account holder or supple- 
mental eligible account halder may 
subscribe for under paragraph (c)(4) 
of this section may be made subject to 
a limit of not less than one percent of 
the total offering of shares for each 
eligible account hoider or supplemen- 
tal eligible account holder, or eligible 
account holder and supplemental eligi- 
ble account holder having the same 
taxpayer identification number, or 
group of eligible account holder and 
supplemental eligible account holder 
affiliated with each other of otherwise 
acting in concert. 


PROPOSED RULES 


(6) That any person exercising sub- 
scription rights to purchase capital 
stock shall be required to purchase a 
minimum of up to 25 shares to the 
extent such shares are available (but 
the aggregate price for any minimum 
share purchase shall not exceed $500). 

(7) That a stock option plan may be 
adopted at the meeting at which the 
plan of conversion is voted upon by 
the members of the converting insured 
institution. The number of shares re- 
served for such stock option plans 
should be limited to 10 percent of the 
number of shares sold in the conver- 
sion. ; 

(8) That fhe converted insured insti- 
tution shall issue and seli, in lieu of 
shares of its capital stock, units of se- 
curities consisting of capital stock and 
long-term warrants or other equity se- 
curities, in which event any reference 
in the provisions of this part to capital 
stock shall apply to such units of 
equity securities unless the context 
otherwise requires. 

(9) that the Corporation may ap- 
prove such other equitable provisions 
as are necessary to avert imminent 
injury to the converting insured insti- 
tution. 

(e) Determination of amount of 
qualifying deposit; predecéssor and 
successor accounts. (1) Unless other- 
wise provided in the plan of conver- 
sion, for the purposes of this section, 
the amount of the qualifying deposit 
of an eligible account holder or sup- 
plemental eligible account holder shall 
be the total of the deposit balances in 
the eligible account holder’s or supple- 
mental eligible account holder’s sav- 
ings accounts in the converting in- 
sured institution as of the close of 
business on the eligibility record data 
or supplemental eligibility record date. 
However, the plan of conversion may 
provide that any savings accounts with 
total deposit balanced of less than $50 
(or any lesser amount) shall not con- 
stitute a qualifying deposit. 

(2) As used in this section, the term 
“savings account” includes a predeces- 
sor or successor account of a given sav- 
ings account which is held only in the 
same right and capacity and on the 
same terms and conditions as the 
given savings account. However, the 
plan of conversion may provide for 
lesser requirements for consideration 
as &@ predecessor or successor account. 

(f) Liquidation account. (1) Each 
converted insured institution shall, at 
the time of conversion, establish a liq- 
uidation account in an amount equal 
to the amount of net worth of the con- 
verting insured institution as of the 
latest practicable date prior to conver- 
sion. For the purposes of this para- 
graph, the insured institution shall 
use the net worth figure no later than 
that set forth in its latest statement of 
financial condition contained in the 
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final offering circular. The function of 
the liquidation account is to establish 
a priority on liquidation and, except as 
provided in paragraph (g)}(2) of this 
section, the existence of the liquida- 
tion account shall not operate to re- 
strict the use or application of any of 
the net worth accounts of the convert- 
ed insured institution. 

(2) The liquidation account shali be 
maintained by the converted insured 
institution for the benefit of eligible 
account holders and supplemental eli- 
gible account holders who maintain 
their savings accounts in such institu- 
tion. Each such eligible account holder 
and supplemental eligible account 
holder shall, with respect to each sav- 
ings account held, have a related in- 
choate interest in a portion of the lia- 
uidation account balance (‘‘subac- 
count’). 

(3) In the event of a complete liqui- 
dation of the converted insured insti- 
tution (and only in such event), each 
eligible account holder and supple- 
mental eligible account holder shall be 
entitled to receive a liquidation distri- 
bution from the liquidation account, 
in the amount of the then current ad- 
justed subaccount balances for savings 
accounts then held, before any liqui- 
dation distribution may be made with 
respect to capital stock. No merger, 
consolidation, purchase or bulk assets 
with assumption of savings accounts 
and other liabilities, or similar trans- 
action, in which the converted institu- 
tion is not the surviving institution, is 
considered to be a complete liquida- 
tion for this purpose. In such transac- 
tions, the liquidation account shall be 
assumed by the surviving insured insti- 
tution. 

(4) The initial subaccount balance 
for a savings account held by an eligi- 
ble account holder and/or supplemen- 
tal eligible account holder shall be de- 
termined by multiplying the opening 
balance in the liquidation account by a 
fraction of which the numerator is the 
amount of qualifying deposits of such 
account holder on the eligibility 
record date and/or the supplemental 
eligibility record date and the denomi- 
nator is the total amount of qualifying 
deposits of all eligible account holders 
and supplemental eligible account 
holders in the converting insured insti- 
tution on such dates. Such initial sub- 
account balance shall not be increased, 
and it shall be subject to downward 
adjustment as provided in paragraph 
(£)¢5) of this section. : 

(5) If the deposit balance in any sav- 
ings account of an eligible account 
holder at the close of business on any 
annual closing date subsequent to the 
eligibility record date is less than the 
lesser of (i) the deposit balance in such 
savings account at the close of busi- 
ness on any other annual closing date 
subsequent to the eligibility record 
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date or (ii) the amount of the qualify- 
ing deposit in such savings account, 
the subaccount balance for such sav- 
ings account shall be adjusted by re- 
ducing such subaccount balance in an 
amount proportionate to the reduc- 
tion -in such deposit balance. In the 
event of such a downward adjustment, 
the subaccount balance shall not be 
subsequently increased, notwithstand- 
ing any increase in the deposit balance 
of the related savings account. If any 
such savings account is closed, the re- 
lated subaccount balance shall be re- 
duced to zero. 

(g) Restrictions on repurchase of 
stock and payment of dividends. Any 
approval of a conversion by the corpo- 
ration under this part shall be subject 
to the following conditions: 

(1) No converted insured institution 
shall for a period of 10 years repur- 
chase any of its capital stock from any 
person except in the case of a repur- 
chase, on a pro rata basis pursuant to 
an offer, approved by the corporation, 
made to all shareholders of such insti- 
tution and except for the repurchase 
of qualifying shares of a director. 

(2) No converted insured institution 
shall declare or pay a cash dividend 
on, or repurchase any of, its capital] 
stock if the effect thereof would cause 
the net worth of the converted insured 
institution to be reduced below (i) the 
amount required for the liquidation 
account or (ii) the net worth require- 
ments contained in § 563.13(b) of this 
subchapter. 

(3) Without the prior approval of 
the Corporation, no converted insured 
institution shall, for a period of 10 
years after the date of its conversion, 
declare or pay a cash dividend on, or 
repurchase any of, its capital stock in 
an amount in excess of one half of the 
greater of: 

(i) The institution’s net income (as 
defined in § 563c.12 of this subchapter) 
for the current fiscal year; or 

(ii) The average of the institution’s 
net income (as so defined) for the cur- 
rent fiscal year and not more than two 
of the immediately preceding fiscal 
years. 

th) Manipulative and deceptive de- 
vices. In the offer, sale or purchase of 
securities issued incident to its conver- 
sion, no insured institution, or any di- 
rector, officer, attorney agent or em- 
ployee thereof, shall (1) employ any 
device, scheme, or artifice to defraud, 
or (2) obtain money or property by 
means of any untrue statement of a 
material fact or any omission to state 
a material fact necessary in order to 
make the statements made, in the 
light of the, circumstances under 
which they were made, not misleading, 
or (3) engage in any act, transaction, 
practice, or course of business which 
operates or would operate as a fraud 
or deceit upon a purchaser or seller. 
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(i) Acquisition of converted insured 
institutions—(1) General. The Board 
finds that the new capital to be re- 
ceived by.converted insured institu- 
tions upvon the sale of capital stock 
will cause such insured institutions, 
during an initial period following con- 
version, to be specially vulnerable to 
attempts by other companies to ac- 
quire control of such insured institu- 
tions. The Board further finds that ac- 
quisition of control of such insured in- 
stitutions by companies significantly 
engaged in unrelated business activi- 
ties is inconsistent with the provision 
of economical home financing by such 
insured institutions. Accordingly, the 
provisions of this paragraph are de- 
signed to prevent such acquisitions of 
newly converted insured institutions 
for a limited period of time following 
conversion sufficient to reduce or 
eliminate their special vuinerability 
and the adverse impact on the provi- 
sion of economical home financing. 

(2) Required agreement. No conver- 
sion shall be approved by the Corpora- 
tion unless the pian of conversion pro- 
vides that the converted insured insti- 
tution shall enter into an agreement 
with the Corporation, in form satisfac- 
tory to the Corporation, which shall 
provide that for a period of 3 years fol- 
lowing the conversion any company 
significantly engaged in an unrelated 
business activity, either directly ‘or 
through an affiliate thereof, shall not 
be permitted, regardless of the form of 
the transaction, to acquire control of 
the converted insured institution. 

(3) Optional charter provision. To 
the extent permitted by applicable 
Federal or State law, a plan of conver- 


’ sion may provide for a provision in the 


charter of the converted insured insti- 


tution containing, in substance, the re- | 


striction set forth in paragraph (i)(2) 
of this section. There may also be in- 
cluded a restriction providing that 
such charter provision may be amend- 
ed only by a vote of up to 75 percent 
of the votes eligible to be cast at a reg- 
ular or special meeting of sharehold- 
ers of the converted insured institu- 
tion. If the converted insured institu- 
tion elects to adopt the foregoing op- 
tional charter provision, the Corpora- 
tion will impose, as a condition to its 
approval of the conversion, a require- 
ment that the converted institution 
fully enfore such charter provision. 

(4) Definitions. As used in this para- 
graph: 

(i) The term “affiliate” means any 
person or company which controls, is 
controlled by, or is under common con- 
trol with, a specified company. 

(ii) The term “control” shall have 
the meaning given to it. by section 
408(a)(2) of the National Housing Act, 
as amended. 

(iii) A company shall be deemed to 
be “significantly engaged” in an unre- 


lated business activity if its unrelated 
business activities would represent, on 
either an actual or a pro forma basis, 
more than 15 percent of its consolidat- 
ed net worth at the close of its preced- 
ing fiscal year or of its consolidated 
net earnings for such fiscal year. 

(iv) The term “unrelated business 
activity” means any business activity 
not authorized for a multiple savings 
and loan holding company under sec- 
tion 408(c)(2) of the National Housing 
Act, as amended, or under regulations 
adopted pursuant thereto. 


§563b.4 Notice of filing; 
ments; confidentiality. 


(a) Information prior to approval of 
plan of conversion. (1) An insured in- 
stitution which is considering convert- 
ing pursuant to this part and its direc- 
tors, officers and employees shall keep 
such consideration in the strictest con- 
fidence and shall only discuss the po- 
tential conversion as would be consist- 
ent with the need to prepare informa- 
tion for filing an application for con- 
version. Should this confidence be 
breached the Corporation may require 
remedial measures including: 

(i) A public statement by the institu- 
tion that its board of directors is cur- 
rently considering converting pursu- 
ant to this part; 

(ii) Providing for an eligibility record 
date which shall be as of such a date 
prior to the adoption of the plan by 
the converting insured institution’s 
board of directors as to assure the 
equitability of the conversion; 

(iii) Limitation of the subscription 
rights of any person Violating or 
aiding the violation of this section to 
an amount deemed appropriate by the 
Corporation; and , 

(iv) Any other actions the Corpora- 
tion may deem appropriate and neces- 
sary to assure the fairness and equita- 
bility of the conversion. 

(2) If it should become essential as a 
result of rumors prior to the adoption 
of a plan of conversion by the appli- 
cant’s board of directors, a public 
statement limited to that purpose may 
be made by the applicant. 

(3) Promptly after the adoption of a 
plan of conversion by not less than 
two-third of its board of directors, the 
insured institution shall: 

(i) Notify its members of such action 
by publishing a statement in a newspa- 
per having general circulation in each 
community in which an office of the 
insured institution is located and/er 
by mailing a letter to each of its mem- 
bers; and 

(ii) Have copies of the adopted plan 
of conversion available for inspection 
by its members at each office of the 
insured institution. The insured insti- 
tution may also issue a press release 
with respect to such action. Copies of 
the proposed statement, letter and 


public state- 
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press release are not required to be 
filed with the Corporation, but may be 
submitted for comment to the Office 
of General Counsel. Copies of the de- 
finitive statement, letter and press re- 
lease shall be filed with the Corpora- 
tion as part of the application for con- 
version. 

(4) The statement, letter and press 
release, unless otherwise authorized 
by the Corporation shall contain only 
(but need not contain all of) the fol- 
lowing; 

(i) A statement that the board of di- 
rectors has adopted a proposed plan to 
convert the insured institution from a 
Federal (or State, as the case may be) 
mutual institution to a Federal (or 
State, as the case may be) capital 
stock insured institution; 

(ii) A statement that the proposed 
plan of conversion must be approved 
by at least a majority of the votes eli- 
gible to be cast either in person or by 
proxy by association members at a 
meeting at which the plan will be sub- 
mitted for their approval; 

(iii) A statement that existing prox- 
ies held with respect to voting rights 
in the insured institution will not be 
voted regarding the conversion, and 
that new proxies will be solicited for 
voting on the proposed plan of conver- 
sion; 

(iv) A statement that a proxy state- 
ment setting forth more detailed in- 
formation with respet to the proposed 
plan of conversion will be sent, to asso- 
ciation members prior to the meeting 
of members; 

(v) A statement that the proposed 
plan of conversion is subject to ap- 
proval by the Federal Home Loan 
Bank Board and by the appropriate 
State regulatory authority or authori- 
ties (naming such an authority or au- 
thorities) before such plan can become 
effective and that members of the ap- 
plicant will have an opportunity to file 
written comments including objections 
and materials supporting such objec- 
tions to the Board. 

(vi) A statement that the proposed 
plan of conversion is contingent upon 
obtaining favorable tax rulings from 
the Internal Revenue Service or an si 
propriate tax opinion; 

(vii) A statement that there is no as- 
surance that the approval of the Fed- 
eral Home Loan Bank Board or the ap- 
proval of any appropriate State au- 
thority or authorities will be obtained, 
and also no assurance that the favora- 
ble tax rulings or tax opinion will be 
received; 

(viii) The proposed record date for 
determining the eligible account hold- 
ers entitled to receive nontransferable 
subscription rights to purchase capital 
stock of the applicant; 

(ix) A brief statement describing the 
circumstances that would require sup- 
plemental eligible account holders to 
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receive nontransferable subscription 
rights to purchase capital stock of the 
applicant: 

(x) A brief statement as to the 
extent to which voting members will 
participate in the conversion; 

(xi) A brief description of the pro- 
posed plan of conversion; 

(xii) A par value (Gif any) and ap- 
proximate number of shares of capital 
stock to be issued and sold under the 
proposed plan of conversion; 

(xiii) A brief statement as to the 
extent to which directors, officers and 
employees will participate in the con- 
version; 

(xiv) A statement that savings ac- 
count holders will continue to hold ac- 
counts in the converted insured insti- 
tution indentical as to dollar amount, 
rate of return and general terms, and 
that their accounts will continue to be 
insured by the Federal Savings and 
Loan Insurance Corporation; 

(xv) A statement that the insured in- 
stitution will continue to be a member 
of the Federal Home Loan Bank 
System; 

(xvi) A statement that borrowers’ 
loans will be unaffected by conversion, 
and that the amount, rate, maturity, 
security and other conditions will 
remain contractually fixed as they ex- 
isted prior to conversion; 

(xvii) A statement that the normal 
business of the insured institution in 
accepting savings and making loans 
will continue without interruption; 
that the converted insured institution 
will continue after conversion to con- 
duct its present services to savings ac- 
count holders and borrowers under 
current policies to be carried on in ex- 
isting offices and by the present man- 
agement and staff; 

(xviii) A statement that the pro- 
posed plan of conversion may be sub- 
stantively amended by the board of di- 
rectors as a result of comments from 
the regulatory authorities or other- 
wise prior to the meeting, and that the 
proposed plan may also be terminated 
by the board of directors; and 

(xix) A statement that questions of 
members will be answered in the 
proxy material to be sent after the 
regulatory approvals of the proposed 
plan of conversion have been obtained 
and that any questions at this time 
may be answered by telephoning or 
writing to the insured institution. 

(4) Such statement, letter and press 
release shall not in any manner solicit 
proxies, include financial statements, 
or describe the benefits of conversion 
or the value of the capital stock of the 
insured institution upon conversion. In 
replying to inquiries, the insured insti- 
tution should limit its answers to the 
matters listed in paragraph (a)(3). of 
this section. 

(b) Notice of filing. (1) Upon deier- 
mination that an application for con- 
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version is properly executed and is not 
materially incomplete, the Corpora- 
tion will advise the applicant, in writ- 
ing, to publish notices of the filing of 
such application. Promptly after re- 
ceipt of such advice, the applicant 
shall furnish a written notice of such 
filing to each eligible account holder 
and member and also publish a notice 
of such filing in a newspaper printed 
in the English language and having 
general circulation in each community 
in which an office of the applicant is 
located, as follows: 


NOTICE OF FILING OF AN APPLICATION FOR 
CONVERSION TO CONVERT TO A Stock Sav- 
INGS & LOAN ASSOCIATION 


Notice is hereby given that, pursuant to 
part 563b of the rules and regulations for 
Insurance of Accounts 





(Fill in name of applicant) has filed an ap- 
plication with the Federal Savings and 
Loan Insurance Corporation for approval 
to convert to the (State chartered or Fed- 
erally-chartered) ———-—— stock form of 
organization. Copies of the application 
have been delivered to the Securities Divi- 
sion, Office of General Counsel of said 
Corporation, 1700 G Street NW., Wash- 
ington, D.C. 20552, and to the Office of 
the Supervisory Agent of said Corporation 
at the Federal Home Loan Bank of ———. 
(Street address) —, (City) 

, (State) ———,, (Zip Code) ———. 


Written comments, including objections to 
the plan of conversion and materials sup- 
porting such objections, from any member 
of the applicant will be considered by the 
Corporation if filed within 20 business days 
after the date of this publication. Three 
copies of such comments should be sent to 
the aforementioned Office of the Secretary 
with one copy to said Office of. the Supervi- 
sory Agent. The proposed plan of conver- 
sion and any comments thereon will be 
available for inspection by any member of 
the applicant at said Office of the Secretary 
and at said Office of the Supervisory Agent. 
A copy of the plan may also be inspected at 
each office of the applicant. 


If a significant number of the appli- 
cant’s members speak a language 
other than English and a newspaper in 
that language is published in the area 
served by the applicant, an appropri- 
ate translation of such notice shall 
also be published in such newspaper. 

(2) Promptly after publication of the 
notices prescribed in paragraph (b)(1) 
of this section, the applicant shall file 
four copies thereof with the Corpora- 
tion. The applicant shall also file four 
copies of an affidavit of publication 
from each newspaper publisher. 

(c) Confidential information. 
Should the applicant desire to submit 
any information it deems to be of a 
confidential nature regarding the 
answer to any item or a part of any ex- 
hibit included in any application 
under this part, such information per- 
taining to such item or exhibit shall be 
separately bound and labeled “confi- 
dential”, and a statement shall be sub- 
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mitted therewith briefly setting forth 
the grounds on which such informa- 
tion should be treated as confidential. 
Only general reference thereto need 
be made in that portion of the applica- 
tion which the applicant deems not to 
be confidential. Applications under 
this part shall be made available for 
inspection by the public, except for 
portions which are bound and labeled 
“confidential” and which the Corpora- 
tion determines to withhold from 
oublic availability under 5 U.S.C. 552 
and part 565 of this chapter. The Cor- 
poration wili withhold the public 
availability of preliminary copies of 
proxy soliciting materials without the 
necessity of their being bound and la- 
beled as ‘confidential’. The applicant 
will be advised of any decision by the 
Corporation to make public informa- 
tion designated as ‘“‘confidential”’ by 
the applicant. Even though sections of 
the application are considered ‘‘confi- 
dential” as far as public inspection 
thereof is concerned, to the extent it 
deems necessary the Corporation may 
comment on such confider.tial submis- 
sions in any public statement in con- 
nection with its decision on the appli- 
cation without prior notice to the ap- 
plicant. 


$563b.5 Solicitation of proxies; 
statement. 


(a) Solicitations to which rules 
apply. This section applies to every so- 
licitation of a proxy from an associ- 
ation member of an insured institution 
for the meeting at which a conversion 
plan will be voted upon, except the fol- 
lowing: 

(1) Any solicitation made otherwise 
than on behalf of the management of 
the insured institution where the total 
number of persons solicited is not 
more than 50; 

(2) Any solicitation through the 
medium of a newspaper advertisement 
which informs association members, 
fcllowing approval of the plan of con- 
version, of a source from which they 
may obtain copies of @ proxy state- 
ment, form of proxy. or any other so- 
liciting immaterial aod does no more 
than (i) name the insured institution, 
(ii) state the reason for the advertise- 
ment, (ili) identify the proposal or pro- 
posals to be acted upon by association 
members, and (iv) urge the member to 
vote at the meeting. 

(b) Use of proxy soliciting material 
to be authorized. No proxy soliciting 
material required to be filed with the 
Corporation prior to use shail be fur- 
nished tg association members or oth- 
erwise released for distribution until 
the use of such material has been au- 
thorized in writing by the Corpora- 
tion. 

(c) Information to be furnished asso- 
ciation members. No solicitation sub- 
ject to this section shall be made 


proxy 
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unless each person solicited is concur- 
rently furnished, or has previously 
been furnished, a written proxy state- 
ment the use of which has been au- 
thorized by the Corporation. 

(d) Requirements as to proxy. (1) 
The form of proxy (i) shall indicate in 
bold face type whether the proxy is 
solicited on behalf of the manage- 
ment, (ii) shall provide specifically 
designated blank spaces for dating and 
signing the proxy, (iii) shall identify 
clearly and impartially each matter or 
group of related matters intended to 
be acted upon, (iv) shail be clearly la- 
beled “Revocable Proxy” in bold face 
type (at least as large as 18 point), (v) 
shall describe any charter or State law 
requirement restricting or condition- 
ing voting by proxy, (vi) shall contain 
an acknowledgement by the person 
giving the proxy that he has received 
a proxy statement prior to signing the 
form of proxy, (vii) shall contain the 
date, time and place of meeting, if 
practicable, and (viii) shail provide by 
a box or otherwise, a means whereby 
the person sclicited is afforded an op- 
portunity to specify by ballot a choice 
between approval or disapproval of 
each matter referred to therein as in- 
tended to be acted upon, and (ix) shall 
indicate in bold face type how the 
proxy shall be voted on each such 
matter to which no choice is so speci- 
fied. 

(2) No proxy subject to this section 
shall confer authority to vote at any 
meeting other than the meeting (or 
any adjournment thereof) to vote on 
conversion. A proxy may be deemed to 
confer authority to vote with respect 
to matters incident to the conduct of 
such meeting. If the plan of conver- 
sion is considered at an annual meet- 
ing, existing proxies may be voted 
with respect to matters not related to 
the plan of conversion. 

(3) The proxy statement or form of 
proxy shall provide that the votes rep- 
resented by the proxy will be voted; 
that, where the person solicited speci- 
fied by means of 2 ballot provided pur- 
suant to paragraph (d)1)viii) of this 
section a choice with respect to any 
matter to be acted upon, the votes will 
be voted in accordance with the speci- 
fications so made; and that if no 
choice is so specified, the votes will be 
cast as indicated in bold face type on 
the form of proxy. 

(e) Material required to te filed. (1) 
Applicants shall file 10 preliminary 
copies of such proxy materials, as are 
required by the form for applying fer 
approval to convert under this part. 

(2) Ten preliminary copies of any ad- 
ditional soliciting material subject to 
this section including soliciting materi- 
al in the form of press releases, and 
radio or television scripts, to be used 
or furnished to association members 
subsequent to furnishing the proxy 


statement, shall be filed with the Cor- 
poration at least 5 business days prior 
to the date on which the Corporation 
is requested to authorize the use of 
such material. Speeches may, but need 
not be, filed with the Corporation 
prior to use. 

(3) Twenty-five copies.of the proxy 
statement and 10 copies of the form of 
proxy and all other soliciting material, 
in the form in which such material is 
funished to association members, shall 
be filed with or mailed for filing to the 
Corporation not later than the date 
such material is first sent or given to 
association members. All materials 
filed pursuant to this subparagraph 
(3) shall be accompanied by a state- 
ment of the date on which copies of 
such materials are to be released to as- 
sociation members. 

(4) If the solicitation is to be made 
in whole or in part by personal solici- 
tation, 10 preliminary copies of all 
written instructions or other material 
which discusses or reviews, or com- 
ments upon the merits of, any matter 
to be acted upon and which is to be | 
furnished to the individuals making 
the actual solicitation for their use di- 
rectly or indirectly in connection with 
the solicitation shall be filed with the 
Corporation at least 5 business days 
prior to the date on which the Corpo- 
ration is requested to authorize the 
use of such material. 

(5) All preliminary copies of material 
filed pursuant to paragraph (e) (1), 
(2), and (4) of this section shall be 
clearly marked on the cover page “pre- 
liminary Copy.” Such preliminary 
copies shall be for the information of 
the Corporation only and shall not be 
deemed available for public inspection 
except that such material may be dis- 


- closed to any department or agency of 


the U.S. Government or appropriate 
State government and the Corporation 
may make such inquiries or investiga- 
tion in regard to the material as may 
be necessary for an adequate review 
thereof by the Corporation. 

(6) Unless requested by the Corpora- 
tion, copies of replies to inquiries from 
members of the insured institution 
and copies of communications which 
do no more than request that forms of 
proxy theretofore solicited be signed 
and returned need not be filed pursu- 
ant to this paragraph (e). 

(7) Where any proxy statement, 
form of proxy, or other material filed 
pursuant to this paragraph (e) is 
amended or revised, four of the re- 
quired copies of such amended or re- 
vised material filed with the Corpora- 
tion shall be marked to-indicate clear- 
ly and precisely the changes effected 
therein subsequent to the last prior 
filing. 

(f) Mailing communications for as- 
sociation members. If the manage- 
ment cf the applicant has adopted a ' 
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plan of conversion, the applicant shall 
perform such of the following acts as 
may be duly requested in writing with 
respect to a matter to be considered at 
the meeting to vote on the plan of 
conversion by any association member 
who will defray the reasonable ex- 
penses to be incurred by the applicant 
in the performance of the act or acts 
requested. 

(1) The applicant shall mail or oth- 
erwise furnish to such association 
member the following information as 
promptly as practicable after the re- 

ceipt of such request: 

(i) A statement of the approximate 
number of associationm members who 
have been or are to be solicited on 
behalf of the management, or any 
group of such holders which the asso- 
ciation member shall designate. 

(ii) An estimate of the cost of mail- 
ing a specified proxy statement, form 
of proxy, or other communication to 
such association members. 

(2) Copies of any proxy statement, 
form of proxy, or other communica- 
tion furnished by the association 
member and as:approved by the Cor- 
poration shall be mailed by the appli- 
cant to such of the association mem- 
bers specified in paragraph (f)(1)(i) of 
this section as the association member 
shall designate. 


(3) Any such material which is fur- 


nished by the association member 
shall be mailed with reasonable promt- 
ness by the applicant after receipt of 
the material to be mailed, envelopes or 
other containers therefor and postage 
or payment for postage. 

(4) Neither the management nor the 
applicant shall be responsible for such 
proxy statement, form of proxy, or 
other communication. 

(g) False or misleading statements. 
(1) No solicitation of a proxy by the 
applicant, its management, or any 
other person for the meeting to vote 
on conversion shall be made by means 
ef any proxy statement, form of 
proxy, notice of meeting, or other 
communication, written or oral, con- 
taining any statement which, at the 
time and in the light of the circum- 
stances under which it is made, is false 
or misleading with respect to any ma- 
terial fact, or which omits to state any 
material fact necessary in order to 
make the statements therein not false 
or misleading or necessary to correct 
any statement in any earlier communi- 
cation with respect to the solicitation 
of a proxy for such meeting which has 
become false or misleading. 

(2) The fact that a proxy statement, 
form of proxy, or other soliciting ma- 
terial has been filed with or examined 
by the Corporation and authorized for 
use shall not be deemed a finding by 
the Corporation that such material is 
accurate or complete or not false or 
misleading, or that the Corporation 
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has passed upon the merits of or ap- 
proved any proposal contained there- 
in. No representation contrary to the 
foregoing shall be made by any 
person. 

(3) If a solicitation by management 
violates any provision of this section, 
the Corporation may require remedial 
measures including: 

_ i) Correction of any such violation 
by means of a retraction and new so- 
licitation; 

(ii) Rescheduling of the meeting for 

a vote on the conversion; and 

(ili) Any other actions the Corpora- 
tion may deem appropriate in the cir- 
cumstances in order to insure a fair 
vote. 

th) Prohibition of certain solicita- 
tions. No person soliciting a proxy 
from an association member for the 
meeting to vote on conversion shall so- 
licit: 

(1) Any undated or postdated proxy; 
or 

(2) Any proxy which provides that it 
shall be deemed to be dated as of any 
date subsequent to the date on which 
it is signed by the association mem- 
bers; or 

(3) Any proxy which is not revocable 
at will by the association member 
giving it; or 

(4) Any proxy which is part of any 
other document or instrument (such 
as an account card). 


§ 563b.6 Vote by members. 


(a) Vote at special meeting. Follow- 
ing Corporation approval of an appli- 
cation for conversion, the pian of con- 
version shail be submitted to a special 
meeting of members, unless in the 
case of a State-chartered converting 
insured institution State law requires 
that the plan be considered at an 
annual mecting of members. 

(b) Determining members eligible to 
vote. The record date for determining 
those members eligible to vote at the 
meeting called to consider a plan of 
conversion shall be not more than 59 
nor less than 20 days prior tc the date 
of such meeting, unless State law re- 
quires a different voting record date. 

(c) Notice to members. Notice of the 
meeting to consider a plan of conver- 
sion shall be given by means of the 
proxy statement authorized for use by 
the Corporation which notice shali be 
given not more than 45 nor less than 
20 days prior to the date of the meet- 
ing to each association member, each 
eligible account holder and supple- 
mental eligible account holder, post- 
age prepaid, at his last address as 
shown on the books of the applicant 
unless State law requires a different 
notice period. 

(d) Required vote. The plan shall be 
approved by a vote of at least a major- 
ity of the total outstanding votes of 
the association members, unless State 
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law requires a higher percentage for a 
State-charted converting insured insti- 
tution, in which case the higher per- 
centage shall be used. Voting may be 
in person or by proxy. 


563b.7 Pricing and sale of securities. 


(a) General. No offer to sell securi- 
ties of an applicant pursuant to a plan 
of conversion may be made prior to ap- 
nroval by the Corporation of the ap- 
plication for conversion and until the 
proxy statement has been authorized 
for use by the Corporation. No sale of 
such securities in the subscription of- 
fering may be made except by means 
of the final offering circular for the 
subscription offering. No sale of un- 
subscribed securities may be made 
except by means of the offering circu- 
lar for the public offering or direct 
community marketing. The offering of 
shares in the direct community mar- 
keting may commence during the sub- 
scripticn offering upon the declaration 
of effectiveness of the offering circu- 
lar preposed for such community of- 
fering. The provisions of this para- 
graph shall not apply to preliminary 
negotiations or agreements between 
an applicant and any underwriter or 
among underwriters who are to be in 
privity of contract with the applicant. 

(ob) Distribution eof offering materi- 
als. Any preliminary offering circular 
for the subscription offering or direct 
community marketing which has been 
filed with the Corporation, may be dis- 
tributed to eligible accountholders or 
supplemental eligible accountholders 
not entitled to vote on the plan of con- 
version and to others in connection 
with the subscription offering at the 
same time as or after the proxy state- 
ment is mailed to association members 
pursuent to §563b.6(c). Any prelimi- 
nary offering circular for the public 
offering or direct community market- 
ing of unsubscribed securities, which 
has been filed with the Corporation, 
may also be distributed in connection 
wit h such offering at the same time as 
or after such proxy statement is 
mailed to association members pursu- 
ant to § 563b.6(c). No final offering cir- 
cular shali be distributed until! such 
offering circular has been declared ef- 
fective by the Corporation. 

(c) Estimated price informaticn in 
proxy statements and prelimary offer- 
ing circuiars. With respect to the capi- 
tal stock of the applicant to be sold 
under the pian of conversion, the 
proxy statement and any preliminary 
offering circular for the subscription 
offering shall set forth the estimated 
subscription price range. The maxi- 
mum of such price range should nor- 
mally be no more than 15 percent 
above the average of the minimum 
and maximum of such price range and 
the minimum should normally be no 
more than 15 percent below such aver- 
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age. The maximum price used in the 
price range should normally be no 
more than $50 per share and the mini- 
mum no less than $5.per share. 

(d) Prohibited representations. The 
Corporation will review the price in- 
formation required under paragraph 
(c) of this section in determining 
whether to give approval to the appli- 
cations for conversion. No representa- 
tions may be made in any manner that 
such price information has been app- 
proved by the Corporation or that the 
shares of capital stock sold pursuant 
to the plan of conversion have been 
approved or disapproved by the Feder- 
al Home Loan Bank Board or the Cor- 
poration or that the Board or the Cor- 
poration has passed upon the accuracy 
or adeauacy of any offering circular 
covering such shares. 

(e) Underwriting expenses. Under- 
writing commissions shall not exceed 
an amount or percentage per share ac- 
ceptable to the Corporation. No under- 
writing commissions shall be allowed 
or paid with respect to shares of capi- 
tal stock sold in the subscription offer- 
ing; however, an underwriter may be 
reimbursed for accountable expenses 
in connection with the subscription of- 
fering where the public offering is so 
small that reasonable underwriting 
commissions thereon would not be suf- 
ficient to cover total accountable ex- 
penses. The term “underwriting com- 
missions” includes underwriting dis- 
counts. é 

(f) Pricing materials. (1) In consider- 
ing the pricing information required 
under paragraph (c) of this section, 
the Corporation will apply tie follow- 
ing guidelines: 

(i) The materials shali be prepared 
by persons independent of the appli- 
cant, experienced and expert in the 
area of corporate appraisal, and ac- 
ceptable to the Corporation; 

(ii) The materials shail contain data 
which are sufficient to support the 
conclusions reached therein; 

Giii} The materials shail contain a 
complete and detailed description of 
the appraisal methodology employed; 
and 

(iv) To the extent that the appraisal 
is based on a capitalization of the pro 
forma income of the converted insured 
institution, the materials must indi- 
cate the basis for determination of the 
income to be derived from the pro- 
ceeds of the sale of stock and demon- 
strate the appropriateness of the earn- 
Ings multiple used, including assump- 
tions made as to future earnings 
growth. To the extent that the ap- 
praisal is based on comparison of the 
capital stock of the applicant with out- 
standing capital stock of existing stock 
associations, the materials must dem- 
onstrate the appropriate comparabil- 
ity of the form and substance of such 
outstanding capital stock and the ap- 
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propriate comparability of such exist- 
ing stock associations in terms of such 
factors as size, market area, competi- 
tive conditions, profit history, and ex- 
pected future earnings. 

(2) In addition to the information re- 
quired in subparagraph (1) of this 
paragraph, the applicant shail submit 
information demonstrating to the sat- 
isfaction of the Corporation the inde- 
pendence and expertise of any person 
preparing materials under this para- 
graph. However, a person will not be 
considered as lacking independence for 
the reason that such person will par- 
ticipate in effecting a sale of capital 
stock under the plan of conversion or 
will receive a fee from the applicant 
for services rendered in connection 
with such appraisal. 

(g) Order forms for purchase of capi- 
tal stock. (1) Promptly after the Cor- 
poration has declared the offering cir- 
cular for the subscription offering ef- 


‘fective, the applicant. shall distribute 


order forms for the purchase of shares 
of capital stock in the subscription of- 
fering to all eligible account holders, 
supplemental eligible account holders 
Gif applicable), voting members and 
others persons who may subscribe for 
such shares under the pian of conver- 
sion. 

(2) Each order form shall be accom- 
panied or preceded by the finel offer- 
ing circular for the subscripticen offer- 
ing and a set of detailed instructions 
explaining how to properly complete 
such order forms. 

(3) The maximum subscription price 
stated on each order form shall be the 
amount to be paid when the. order 
form is returned. The maximum sub- 
scription price and the actual subscrip- 
tion price shali be within the subscrip- 
tion price range stated in the Board’s 
approval and the offering circular. If 
either the maximum = subscription 
price or-the actual subscription price is 
not within such subscription price 
range, the applicant must obtain an 
amendment to the Board’s approval. If 
appropriate, the Board will condition 
its amended approval by requiring a 
resolicitation of proxies and/or order 
forms. If the actual public offering 
price is less than the maximum sub- 
scription price stated on the order 
form, the actual subscription price 
shall be correspondingly reduced and 
the difference shall be refunded to 
those who have paid the maximum 
subcription price. 

(4) Each order form shall be pre- 
pared so as to indicate to the person 
receiving it, in as simple, clear, and in- 
telligible a manner as possible, the ac- 
tions which are required or available 
to him with respect to the form and 
the capital stock cffered for purchase 
thereby. Specifically, each order form 
shall: 


(i) Indicate the maximum number of 
shares that may be purchased pursu- 
ant to the subscription offering. 

(ii) Indicate the period of time 
within which the subscription rights 
must be exercised, which period of 
time shall not be less than 20 days fol- 
lowing the date of the mailing of the 
order form; 

_ iii) State the maximum subscription 
price share of capital stock; 

(iv) Indicate any requirements as to 
the minimum number of shares of cap- 
ital stock which may be purchased; 

(v) Provide a specifically designated 
blank space or spaces for indicating 
the number of shares of capital stock 
which the eligible account holder or 
other person wishes to purchase; 

(vi) Indicate that payment may be 
made by cash if delivered in person or 
by check or by withdrawal from an ac- 
count holder’s passbook savings: ac- 
count or certificate of deposit without 
penaity. If payment is to be made by 
such withdrawal, a box to check 
should be provided; 

(vii) Provide specifically designated 
biank spaces for dating signing the 
order form; i 

(viii) Contain an acknowledgment by 
the account holder or other person 
signing the order form that he has re- 
ceived the final offering circular for 
the subscription offering prior to so 
signing; and 

(ix) Indicate the consequences of 
failing to properly complete and 
return the order form, including a 
statement that the subscription rights . 
are nontransferabie and will become 
void at the end of the subscription 
period. The order form may, and the 
set of instructions shall, indicate the 
place or places to which the order 
forms are to be returned and when the 
applicant will consider order forms re- 
ceived, such as by date and time of 


‘actual receipt in the applicant’s offices 


or by date and time of postmark. 

(5) The order form may provide that 
it may not be modified without the ap- 
plicant’s consent after its receipt by 
the applicant. If payment is to be 
made by withdrawal from a passbook 
savings account or certificate of depos- 
it, the applicant may, but need not, 
cause such withdrawal. to be made 
upon receipt of the order form. If such 
withdrawal is made at any time prior 
to the closing date of the pubiic offer- 
ing, the applicant shall pay interest to 
the account holder. on the account 
withdrawn as if such amount had re- 
mained in the account from which it 
was withdrawn until such closing date. 

(h) Withdrawal from certificate ac- 
counts. Notwithstanding any regula- 
tory provision regarding penalties for 
early withdrawal from certificate ac- 
counts and minimum qualifying bal- 
ances for such accounts, the applicant 
may aliow payment for capital stock 
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during the subscription period by 
withdrawal from a certificate account 
without the assessment of such penal- 
ties or causing the rate of return on 
the remaining balance in such account 
to be paid at less than the rate appii- 
cable to such account prior to such 
withdrawal, except that such certifi- 
cate account may not be renewed at a 
certificate rate unless a ninimum 
qualifying balance is restored at the 
time of such renewal. 

(i) Period for compietion of sale. The 
sale of all shares of capital stock of 
the converting insured institution to 
be made under the plan of conversion, 
including any sale in a public offering 
er direct community marketing, shall 
be completed as promptly as possible 
and within 45 calendar days after the 
last day of the subscription period, 
unless extended by the Corporation. 


§563b.8 Procedura! requirements. 

. (a) Filing an application for conver- 
sion. An applicant that desires to con- 
vert in accordance with this part shall 
file 10 copies of an application for ap- 
proval in the form prescribed by the 
Corporation. 


(b) Return of improperly executed or 


materially incompiete filings. Any ap- 
plication for approval that is improp- 
erly executed, or that does not contain 
copies of (1) a plan of conversion, (2) a 
preliminary proxy statement with 
signed financial statements, and (3) a 
preliminary form of proxy, shall not 
be accepted for filing and shall be re- 
tured to the applicant. Any applica- 
tion for approval containing a materi- 
ally incomplete plan of conversion, 
proxy statement, or form of proxy 
may be returned by the Corporation 
to the applicant. 

(c) Addition filing requirements. An 
applicant whose plan of conversion 
has been approved by the Corporation 
shall fulfill the following require- 
ments. 

(1) The applicant shall file with the 
Corporation promptly after the meet- 
ing of association members called to 
consider the plan of conversion a certi- 
fied copy of each resolution adopted at 
such meeting relating to the plan of 
conversion, together with the follow- 
ing information: 

(i) The total number of votes elegi- 
ble to be cast; 

(ii) The total number of votes repre- 
sented in person or by proxy at the 
meeting; 

(iii) The total number of votes cast 
in favor of and against each suc 
matter; and ’ 

(iv) The percentage of votes neces- 
sary to approve each such matter. 


The compilation of the votes cast at 
the meeting may the prepared for the 
insured institution, by an independent 
public accountant or by an independ- 
ent transfer agent. 
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(2) The applicant shall file with the 
Corporation promptly after the meet- 
ing of association members called to 
consider the pian of conversion an 
opinion of counsel to the effect that 
(i) the meciting of members was duly 
heid in accordance with all require- 
ments of applicable State and Federal 
law regulation; and (ii) all require- 
ments of State law applicable te the 
conversion have been complied with. 

(3) The 
subscription offering and for the 
public offering or direct community 
marketing shall be prepared in compli- 
ance with this part and form OC. The 
applicant shali file with the Corpora- 
tion 10 copies of each preliminary of- 
fering circular and 25 copies of each 
final offering circular. 

(ad) Termination or amendémeni of 
charier. (1) Upon approval of a plan of 
conversion by the members of a State- 
chartered insured institution or a Fed- 
eral association which is converting to 
a State-chartered stock insured insti- 
tution, the charter of such insured in- 
stitution shall terminate effective 
upon the issuance to it of a stock 
charter under the laws of the State in 
which the home office of the appli- 
cant is located. If such converting in- 
sured institution is a Federal associ- 
ation, its Federal charter. shall 
promptly be surrendered to the Board 
for cancellation. An insured institu- 
tion converting to a State-chartered 
stock insued institution shall promptly 
file with the Corporation a copy of the 
stock charter issued to it. The certifi- 
cate of insurance of such insured insti- 
tution shall promptly be surrendered 
to the Corporation for amendment or 
cancellation, and the Corporation 
shall promptly issue an amended or 
new certificate of insurance to the 
converted insured institution. 

(2) A Federal association converting 
to a Federal stock association shall 
apply to amend its charter and bylaws 
to read in the form of a charter and 
bylaws for a charter S association. The 
effective date of such amendment 
shall be stated in the Board’s resolu- 
tion approving the conversion. 

(3) The corporate existence of a Fed- 
eral mutual association converting to a 
Federal stock association shall not ter- 
minate but the converted association 
shall be deemed to be a continuation 
of the entity of the association so con- 
verted. In the case of a Federal or a 
State-chartered mutual institution 
converting to a State-chartered stock 
insured institution, unless State law 
otherwise prescribes, the corporate ex- 
istence of the converting insured insti- 
tution shall similarly not terminate 
and the converted insured institution 
shall be deemed to be a continuation 
of the entity of the insured institution 
so converted. 
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(e) Number of copies; place of filing; 
binding; signatures. (1) Whenever a 
requirement is made under this part 
for the filing of four copies of any doc- 
ument with the Corporation, one copy 
shall be filed with the supervisory 
agent and the remaining copies with 
the Securities Division, Office of the 
General Counsel of the Board. When- 
ever a requirement is made under this 
part for the filing of 10 or more copies 
of any document with the Corpora- 
tion, three copies shall be filed with 
the supervisory agent and the remain- 
ing copies with the Securities Division, 
Office of the General Counsel of the 
Board. Whenever a reauirement is 
made under this part that a document 
to be filed be manually. signed, one 
manusaliy signed eopy shail be filed 
with the supervisory agent and an- 
other with such Securities Division, 
Office of the General Counsel. Other 
copies shall be conformed. Each of the 
copies filed under this part shail be 
bound, in one or more parts, without 
stiff covers. The binding shali be made 
on the side or stitching margin in such 
manner as to leave the reading matter 
iegiole. 

(2) At least two copies of every appli- 
cation and every amendment thereto 
filed shall be manually signed by (i) a 
duly authorized representative of the 
applicant on its behalf, (ii) its princi- 
pal executive officer, (iii) its principal 
financial officer, (iv) its principal ac- 
counting officer, and (v) at least two- 
thirds of its directors. 

(3) If any name is signed to an appli- 
cation or any amendment thereto pur- 
suant to a power of attorney, four 
copies of such power of attorney, in- 
cluding two manually signed, shall be 
filed with the application. 

(4) (i) Except as provided in para- 
graph (e)(4\ii) of this section, the 
filing of any application or amend- 
ment thereto under this part shall 
constitute a representation of the ap- 
plicant by its duly authorized repre- 
sentative, the applicant’s principal ex- 
ecutive officer, the applicant’s princi- 


“pal financial officer, and the appli- 


cant’s principal accounting officer, and 
each member of the applicant’s board 
of directors (whether or not such di- 
rector has signed the application or 
any amendment thereto) severally 
that (A) he has read such application 
or amendment, (B) in the opinion of 
each such person, he has made such 
examination and investigation as is 
necessary to enable him to express an 
informed opinion that such applica- 
tion or amendment complies to the 
best of his knowledge and belief with 
the applicable requirements of this 
part and forms prescribed hereunder, 
and (C) each such person holds such 
informed opinion. 

ii) The representations specified in 
paragraph (e)(4)(i) of this section shall 
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not be deemed to have been made by 
any director of the applicant who did 
not sign the application or any amend- 
ment thereto, if, and only to the 
extent that, such director files with 
the Corporation within 10 business 
Gays after the filing of such applica- 
tion or amendment a statement de- 
scribing those portions of such filing 
as to which he does not so represent. 

(f) Requirements as to paper and 
printing. (1) Applications shali be filed 
on good quality, unglazed, white paper 
approximately 8% by 13 or 8% by 11 
inches in size, insofar as practicable. 
However, tables, charts, maps, and fi- 
nancial statements may be on larger 
paper if folded to such sizes, and the 
plan of conversion, proxy statement, 
and offering circular may be on smaili- 
er paper if the applicant so desires. 

(2) Applications and, insofar as prac- 
ticable, all papers and documents filed 
as a part thereof, shall be printed, 
lithographed, mimeographed, or type- 
written. However, applications or any 
portion thereof may be prepared by 
any similar process which, in the opin- 
ion of the Corporation, produces 
copies suitable for a permanent 
record. Irrespective of the process 
used, all copies of any such material 
shall be clear, easily readable, and 
suitable for repeated photocopying. 
Debits in credit categories and credits 
in debit categories shall be designated 


so as to be clearly distinguishable as- 


such on photocopies. 

(g) Method of preparation. Every ap- 
plication shall furnish information in 
item-and-answer form in response to 
the items of the appropriate form, and 
shall include the captions of the form, 
but omit the text of all items and 
instructions. Every proxy statement 
and offering circular shall present in- 
formation as provided in paragraph 
(n) of this section in response to the 
items of the appropriate form in lieu 
of furnishing the information in item- 
and-answer form, and shall omit the 
captions and text of all items and 
instructions. Every application shall 
include a cross-reference sheet show- 
ing the location in the proxy state- 
ment and offering circular of the re- 
sponse to the items of the appropriate 
form. If any such item is inapplicable, 
or the answer thereto is in the nega- 
tive and is omitted, a statement to 
that effect shall be made in the cross 
reference sheet. 

(h) Interpretation of reauiremenis. 
(1) Unless the context indicates other- 
wise, the forms require information 
only as to the applicant. 

(2) Whenever words relate to the 
future, they have reference solely to 
present intention. 

(3) Any words indicating the holder 
of a position or office include persons, 
by whatever titles. designated, whose 
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duties are those ordinarily performed 
by holders of such positions or offices. 

(i) Additional information. In addi- 
tion to the information expressly re- 
quired to be included in any applica- 
tion under this part, there shall be 
added such further material informa- 
tion, if any, as may be necessary to 
make the required statements, in the 
light of the circumstances under 
which they are made, not misleading. 

(j) Information unknown or not rea- 
sonably availabie. Information re- 
guired need be given only insofar as it 
is known or reasonabiy available to 
the applicant. If any required informa- 
tion is unknown and not reasonably 
available to the applicant, either be- 
cause the obtaining thereof would in- 
volve unreasonable effort or expense, 
or because it rests peculiarly within 
the knowledge of another person not 
affiliated with the applicant, the in- 
formation may be omitted, subject to 
the following conditions: 

(i) The applicant shall give such in- 
formation on the subject as it pos- 
sesses or can acquire witheut unrea- 
sonable effort or expense, together 


- with the sources thereof. 


(2) The applicant shall include a 
statement either showing that unrea- 
sonable effort or expense would be in- 
volved or indicating the absence of 
any affiliation with the person within 
whose knowledge the information 
rests and stating the result of a re- 
quest made to such person for the in- 
formation. 

(k) Incorporation of certain infor- 
mation by reference. (1) Where an 
item in an applicatien calls for infor- 
mation not required to be included in 
bhe proxy statement or offering circu- 
lar, matter contained in any part of 
the application, including exhibits, 
may be incorporated by reference in 
answer, or partial answer, to such 
item. No information may be incorpo- 
rated by reference in a proxy state- 
ment or offering circular, unless the 
document containing such information 
is attached thereto or is summarized 
or outlined as provided in paragraph 
(1) of this section. However, an offer- 
ing circular may incorporate by refer- 
ence the information contained in a 
proxy statement previously delivered, 
without need of summary. or outline. 

(2) Material incorporated by refer- 
ence shall be clearly identified in the 
reference. An express statement that 
the specified matter is incorporated by 
reference shall be made at the particu- 
lar place in the application where the 
information is required. Matter shall 
not be incorporated by reference in 
any case where such incorporation 
would render the statement incom- 
plete, unclear or confusing. 

(1) Summaries or outlines of docu- 
ments. Where a summary or outline of 
the provisions of any document is re- 


quired, only a brief statement shall be 
made, in succinct and condensed form, 
as to the most important provisions of 
the document. In addition to such 
statement, the summary or outline 
may incorporate by reference particu- 
lar items, sections or paragraphs of 
any exhibit and may be aiialified in its 
entirety by such reference. 

(m) Leoibility of materials. The 
body of all printed plans of conver- 
sion, proxy statements, and offering 
circulars, including all notes to finan- 
cial statements and other tabular data 
included therein, shall be in roman 
type at least as large and as legible as 
10-point modern type. However, to the 
extent necessary for convenient pres- 
entation, financial statements and 
other tabular data, including tabular 
data in notes, may be in roman type at. 
least as large and as legible as 8-point 
modern type. All such type shall be 
leaded at least 2 points. 

(n) Presentation of information. (1) 
The information required in a proxy 
statement or offering circular need 
not follow the order of the items or 
other requirements in the appropriate 
form. Such information shall not, 
however, be set forth in such fashion 
as to obscure any of the required in- 
formation or any information neces- 
sary to keep the required information 
from being incomplete or misleading. 
Where an item requires information to 
be given in tabular form it shall be 
given in substantially the tabular form 
specified in the item. 

(2) All information contained in a 
plan of conversion, proxy statement or 
offering circular shall be set forth 
under appropriate captions or head- 
ings reasonably indicative of the prin- 
cipal subject matter set forth thereun- 
der. Except as to financial statements 
and other tabular data, all informa- 
tion set forth in any form under this 
part shall be divided into reasonably 
short paragraphs or sections. 

(3) Every proxy statement and offer- 
ing circular shall include in the fore- 
part thereof a reasonably detailed 
table of contents showing the subject 
matter of its various sections or subdi- 
visions and the page number on which 
each such section or subdivision ~ 
begins. 

(4) All information required to be in- 
cluded in a proxy statement or offer- 
ing circular shall be clearly understan- 
dable without the necessity of refer- 
ring to the particular form or to the 
regulations under this part. Except as 
to financial statements and informa- 
tion required in tabular form, the in- 
formation set forth in a proxy state- 
ment or offering circular may be ex- 
pressed in condensed or summarized 
form. 

(5) Financial statements are to be 
set forth in comparative form, and 
shall include the notes thereto and the 
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accountants’ certificate or certificates. 
Section 563c.1 of this subchapter gov- 
erns the certification, form and con- 
tent of such financial statements, in- 
cluding the basis of consolidation. 

(0) Application of amendments to 
regulations and forms. (1) The form 
and contents of any filing made under 
the provisions of this part need con- 
form only to the applicable regula- 
tions and forms then in effect, and 
contain the information, including fi- 
nancial statements specified therein, 
required at the time the filing is made, 
not withstanding subsequent amend- 
ments to such regulations, except as 
otherwise provided in any such 
amendment or in paragraph (0)(2) of 
this section. 

(2) Whenever the Corporation pro- 
hibits by order or otherwise the use of 
any filing under this part, the form 
and contents of any filing used there- 
after shall conform, to the require- 
ments of such order and the applica- 
ble regulations and forms in efffect at 
the time such prohibition ceases to be 
effective. 

(3) Applications for conversion filed 
pursuant to this part shall conform to 
the regulations and forms of this part 
as revised by the Corporation effective 
June 9, 1975. 

(p) Consents of experts. (1) If any ac- 
countant, attorney, investment 


banker, appraiser, or other persons 
whose professions give authority to a 
statement made in any application 
under this part is named as having 


prepared, reviewed, passed upon, or 
certified any part thereof, or any 
report or valuation for use in connec- 
tion therewith, the written consent of 
such person shall be filed with the ap- 
plication. If any portion of a report of 
an expert is quoted or summarized as 
such in any filing under this part, the 
written consent of the expert shall ex- 
pressly state that the expert consents 
to such quotation or summarization. 

(2) All written consents filed pursu- 
ant to this paragraph (p) shall be 
dated and signed manually. A list of 
such consents shall be filed with the 
application. Where the consent of the 
expert is contained in his report, a ref- 
erence shall be made in the list to the 
report containing such consent. 

(a) Consents of persons about to 
become directors. If any person who 
has not signed an application is named 
in the proxy statement or offering cir- 
cular as about to become a director, 
the written consent of such person 
shall be filed with the appropriate 
form. - 

(r) Date of filing. The date on which 
any documents are actually received 
by the Office of the Secretary of the 
Board shall be the date of filing there- 
of. 


(s) Amendments. All amendments to 


any application under this part shall 


PROPOSED RULES 


be filed under cover of an appropriate 
facing sheet, shall be numbered con- 
secutively in the order in which filed, 
and shall conform to all pertinent reg- 
ulations applicable to the type ‘of ap- 
plication which they amend. 

(t) Prefiling conferences with appli- 
cants. (1) The staff of the Board and 
the supervisory agent will be available 
for conference with prospective appli- 
cants or their representatives in ad- 
vance of filing an application to con- 
vert. These conferences may be held 
for the purpose of discussing generally 
the problems confronting an applicant 
in effecting conversion or to resolve 
specific problems of an unusual 
nature. 

(2) Prefiling review of an application 
may be refused by the staff of the 
Board and the supervisory agent if 
such review would delay the examina- 
tion and processing of material which 
has already been filed or would favor 
certain applicants at the expense of 
others. In any conference under this 
paragraph (t), the staff of the Board 
and the supervisory agent will not un- 
dertake to prepare material for filing 
but will limit itself to indicating the 
kind cf information required, leaving 
the actual drafting to the applicant 
and its representatives. 

(u) Review of Board action. Any 
person aggrieved by a final action of 
the Board or the Corporation which 
approves, with or without conditions, 
or disapproves a plan of conversion 
pursuant to this part may obtain 
review of such action by filing in the 
court of appeals of the United States 
for the circuit in which the principal 
office of residence of such person is lo- 
cated, or in the U.S. Court of Appeals 
for the District of Columbia Circuit, a 
written petition praying that the final 
action of the Board or Corporation be 
modified, terminated, or set aside. 
Such petition must be filed within 30 
days after publication of notice of 
such final action in the FepERAL REcIs- 
TER, or 30 days after the mailing by 
the applicant of the notice to members 
as provided for in § 563b.6(c), which- 
ever is later. The further procedure 
for review is as follows: A copy of the 
petition is forthwith transmitted to 
the Board or the Corporation by the 
clerk of the court and thereupon the 
Board or the Corporation files in the 
court the record in the proceeding, as 
provided in section 2112 of Title 28 of 
the United States Code. Upon the 
filing of the petition, the court has ju- 
risdiction, which upon the filing of the 
record is exclusive, to affirm, modify, 
terminate, or set aside in whole or in 
part, the final action of the Board or 
the Corporation. Review of such pro- 
ceedings is had as provided in chapter 
7 of title 5 of the United States Code. 
The judgment and decree of the court 
is final, except that they are subject to 


~ 
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review by the Supreme Court upon 
certiorari as provided in section 1254 
of title 28 of the United States Code. 

(v) Postconversion reports. The ap- 
plicant shail file such postconversion 
reports concerning its conversion as 
the Corporation may require. 


§563b.9 Acquisitions of securities of con- 
verted associations. 


(a) Definitions. (1) For the purpose 
of this section, the term “offer’’ in- 
cludes every offer to buy or acquire, 
solicitation of an offer to sell, tender 
offer for, or request or invitation for 
tenders of, a security or interest in a 
security for value. 

(2) For the purpose of this section, 
the term ‘‘person” means an individu- 
al, a group acting in concert, a corpo- 
ration, a partnership, an association, a 
joint stock company, a trust, and any 
unincorporated organization or similar 
company. 

(3) Without limitation on the gener- 
ality of its meaning, the term ‘‘securi- 
ty” includes nontransferable subscrip- 
tion rights issued pursuant to a plan 
of conversion. 

(bo) Prohibited transfers. Prior to 
completion of a conversion, no person 
shall transfer or enter into any agree- 
ment or understanding to transfer, the 
legal or beneficial ownership of con- 
version subscription rights, or the un- 
derlying securities, to the account of 
another..- 

(c) Prohibition of offers during con- 
version. Prior to completion of a con- 
version, no person shall make any 
offer, or announcement of an offer or 
intent to make an offer, for any securi- 
ty of a converting association issued or 
to be issued in connection with such 
conversion. 

(d) Prohibition on offers to acquire 
and acquisitions of stock for 3 years 
following conversion. No person for a 
period of 3 years following the date of 
the completion of the conversion shall 
offer to acquire or acquire the benefi- 
cial ownership of more than 10 per- 
cent of any class of an equity security 
of an association converted in accord- 
ance with the provisions of this part, 
without the prior written approval of 
the Federal Savings and Loan Insur- 
ance Corporation. 

(e) Exceptions. (1) Paragraphs (b) 
and (c) shall not apply to a transfer, 
agreement or understanding to trans- 
fer, offer, or announcement of an 
offer or intent to make an offer which 
(i) pertains only to securities to be 
purchased pursuant to §563b.3(d) (3) 
or (4); and (ii) has prior written ap- 
proval of the Corporation. 

(2) Paragraphs (c) and (d) of this 
section shall not apply to any offer 
with a view toward, public resale made 
exclusively to the association or un- 
derwriters or selling group acting on 
its behalf. 
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(3) Unless made applicable by the 
Corporation by prior advice in writing, 
the prohibition contained in para- 
graph (d) of this section shail not 
apply to any offer or announcement of 
an offer which if consummated would 
result in acquisition by a person, to- 
gether with all other acquisitions by 
such person of the same class of secu- 
rities during the preceding 12-month 
period, of not more than 1 percent of 
the same class of securities. 

(f) Criteria for denial. Tne Corpora- 
tion shall not. approve an application 
involving an offer for, an anncunce- 
ment thereof or an acquisition of any 
security of a converted association 
submitted under paragraph (d) of this 
section if it finds that such offer frus- 
trates the purposes of the foregoing 
provisions of this part 563b, is manipu- 
lative or deceptive, subverts the fair- 
ness of the conversion, is likely to 
result in injury to the association, is 
not consistent with economical home 
financing, or is otherwise violative of 
law or regulation. 

(g) Penalty for willful violations. 
For willful violation or assistance of 
any such violation of any provision of 
this section, any person who (1) has 
any connection with the management 
of a converting or converted associ- 
ation, including any director, officer, 
employee, attorney, or agent, or (2) 
controls more than 10 percent of the 
outstanding shares of any class of 
equity security or voting rights there- 
to of a converting or converted associ- 
ation, shall be subject to a civil penal- 
ty of not more than $500 (which pen- 
alty shall be cumulative to any other 
remedies) for each day that such viola- 
tion continues, which penalty the Cor- 
poration may recover by suit or other- 
wise for its own use. The Corporation 
in its discretion may, at any time 
before collection of such penalty 
(whether before or after the bringing 
of any action or other legal proceed- 
ings, the obtaining of any judgment or 
other recovery, or the issuance or levy 
of any execution or other legal process 
thereof), compromise or remit in 
whole or in part any such penalty. 


Form AC 
(Facing Sheet] 


FEDERAL HOME LOAN BANK BOARD, FEDERAL SAV- 
INGS AND LOAN INSURANCE CORPORATION, 
1700 G STREET NW., WASHINGTON, D.C. 20552. 


Application for Conversion 





(Exact name of applicant as specified in 
charter) 





(Street address of applicant) 





(City, State, and ZIP code) 


PROPOSED RULES 


Date of application: 





GENERAL INSTRUCTIONS 
A. Rule as to Use of Form AC 


Form AC shall be used by any insured in- 
stitution seeking Federal Home Loan Bank 
Board or Federal Savings and Loan Insur- 
ance Corporation approval of conversion 
from the mutual to the stock form of orga- 
nization pursuant. to part 563b of the rules 
and regulations for insurance of accounts. 


B. Application of Rules and Reguiations 


Attention is directed to insurance regula- 
tion §563b.8. That section contains general 
requirements regarding preparation and 
filing of this form. The definitions in insur- 
ance regulation §563b.2 also should be 
noted. 

Item 1. Form of application. Set forth an 
application for approval of the plan of con- 
version in the following form with the 
names and titles of the officers and direc- 
tors signing the application indicated below 
their signatures: 

The undersigned hereby makes applica- 
tion for approval to convert into a stock as- 
sociation, and submits herewith a statement 
of its proposed plan of conversion and other 
information and exhibits as required by 
part 563b of the rules and regulations for in- 
surance of accounts of the Federal Savings 
and Loan Insurance Corporation. : 

In submitting this application the appli- 
cant understands and agrees that, if further 
examinations or appraisals, or both, are re- 
quired by the Federal Home Loan Bank 
Board or the Federal Savings and Loan In- 
surance Corporation, they will be conducted 
by, or as approved by, the Board or the Cor- 
poration at the expense of the applicant; 
and applicant will pay the costs thereof as 
computed by the Board or the Corporation. 

This application has been approved by at 
least two-thirds of the board of directors of 
the applicant. In -accordance with 
§563b.8(e)(4) of the rules and regulations 
for insurance of accounts, by the filing of 
this application, the applicant by its duly 
authorized representative, the undersigned 
officers and each member of the applicant’s 
board of directors severally represent, 
except to the extent otherwise provided in 
said section, (1) that each such person has 
read this application; (2) that in the opinion 
of each such person, he has made such ex- 
amination and investigation as is necessary 
to enable him to express an informed opin- 
ion that this application complies to the 
best of his knowledge an belief with the ap- 
plicable requirements of part 563b of the 
rules and regulations for insurance of ac- 
counts and fornis thereunder; and (3) that 
each such person holds such informed opin- 
ion. ; 





Applicant: 
By: 





(Duly authorized representative) 
Attest: 


(Principal Executive Officer) ————--—-—_— 
(Principal Financial Officer) ——————_—___ 
(Principal Accounting Officer) 
(Director)* 
(Director)* 
(Director)* 
(Director)* 
(Director)* 

















*Signatures of at least two-thirds of the 
Board of Directors. 


Item 2. Plan of conversion. Furnish the 
complete formal written plan adopted by 
the board of directors for conversion of the 
applicant to the stock form of organization. 
The terms of the plan submitted pursuant 
to this item will be a basis for the Corpora- 
tion’s approval and the plan as approved 
will be distributed as an attachment to the 
proxy statement and the offering circular. 

Item 3. Proxy statement and offering cir- 
cular. Furnish preliminary copies of the 
proxy statement and offering circular. The 
proxy statement and offering circular 
should be prepared im accordance with 
forms PS and OC, respectively. 

Item 4. Form of proxy. Furnish prelimi- 
nary copies of the form of proxy to be dis- 
tributed to association members by the 
management. 

Item 5. Sequence and timing of the plan. 
Set forth the expected chronolgoical order 
of the events connected with the plan of 
conversion beginning with the filing of this 
application through completion of the sale 
of all the capital stock under the plan. Indi- 
cate the expected timing of any requisite 
approvals by State authorities. Indicate the 
proposed timing of all aspects of the sub- 
scription offering. If there will be an under- 
written public or direct community market- 
ing of the applicant’s securities as part of 
the plan of conversion, indicate the pro- 
posed timing of all aspects of such offering. 

Item 6. Record dates. If the applicant’s 
plan of conversion contains an eligibility 
record date substantially earlier than 90 
days prior to the date of adoption of the 
plan of conversion by the board of directors, 
state the reason for the selection of such 
earlier date. 

Indicate the circumstances that will re- 
quire the use of a supplemental eligibility 
record date. 

Item 7. Savings account balances of per- 
sonnel. For each director and officer of the 
applicant whose total account balances, in- 
cluding the balances of each associate of the 
foregoing persons, were more than $5,000 as 
of the eligibility record date and which bal- 
ances had increased by more than 25 per- 
cent during the 2 year period prior to that 
date, set forth in tabular form his total ac- 
count balances as of (a) the eligibility 
record date and (b) each of the eight earn- 
ings distribution dates of the applicant im- 
mediately preceding such date. 

Item 8. Expenses incident to the conver- 
sion. Provide in substantially the tabular 
form indicated below the estimated expense 
of the conversion to the applicant. 


Legal 
Postage and mailing. 
Printing 
Escrow or agent fees. 
Underwriting fees 

Appraisal fees 
Transfer agent fees 
Auditing and accounting 
Proxy solicitation fees. 

Advertising 
Other expenses 



































Total $ 


Instructions. 1. The applicant may ex- 
clude costs represented by salaries and 
wages of regular employees and officers, if a 
statement to that effect is made. 

The cost of solicitation by specially en- 
gaged employees or paid solicitors under 
paragraph (b) of Item 3 of Form PS shall be 
stated under “Proxy Solicitation Fees” in 
this Item. se 
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2. If the applicant has any category of ex- 
pense exceeding $10,000 which is not speci- 
fied in this item, such expense shall be item- 
ized rather than including it under the cate- 
gory “Other Expenses.” 

3. If the solicitation is conducted other 
than by management of the applicant, the 
information required in this item shall be 
provided with respect to the cost of such so- 
licitation. 

Item 9. Indemnification. State the general 
effect of any charter provisions, bylaw, con- 
tract, arrangement, statute, or regulation to 
be in effect during or after the conversion 
under which any underwriter, appraiser, 
lawyer, accountant or expert, or director or 
officer of the applicant will be insured or in- 
demnified in any manner against any liabili- 
ty which he may incur in his capacity as 
such. 

Item 10. Federally chartered siock associ- 
ations—charter S association. State wheth- 
er the converting Federal association is ap- 
plying to amend its charter and bylaws to 
read in the form of the charter and bylaws 
of a charter S association. 


EXHIBITS 


The following exhibits shall be attached 
tothisform. . 

Exhibit 1.—Resolution of board of direc- 
tors. Set forth a certified copy or copies of a 
resolution or resolutions of the board of di- 
rectors (1) adopting the plan of conversion 
filed with this application; (2) authorizing 
the filing of this application; and (3) apply- 
ing for continued insurance of accounts by 
the Federal Savings and Loan Insurance 
Corporation and continued membership in 
the appropriate Federal home loan bank. 
The action adopting the pian of conversion 
and authorizing the filing of this applica- 
tion must be approved by two-thirds of the 
board of directors. 

Exhibit 2.—Copies of documents, con- 
tracts, and agreements. Furnish the follow- 
ing documents, contracts, and agreements: 
(a) Proposed certificates for capital stock 
and any other securities to be issued; (b) 
proposed order forms with respect to the 
subscription rights; (c) proposed charter and 
bylaws of the applicant to take effect upon 
conversion including, if applicable, the op- 
tional charter provision provided for in 
§ 563b.3(i1(3); (a) any proposed stock option 
plan and form of stock option agreement; 
(e) any proposed management employment 
contracts; (f) any contract described in re- 
sponse to item 6(e) of form PS; (g) contracts 
or agreements with paid solicitors described 
in response to item 3(b) of form PS; (h) any 
material loan agreements relating to bor- 
rowings by the applicant other than from a 
Federal home loan bank and other than 
subordinated debt securities approved by 
the Corporation; (i) any appraisal agree- 
ment or proposed agreement, underwriting 
contracts or agreements among underwrit- 
ers; (j) the agreement with the Corporation 
required by § 563b.3(i)(2); (k) any charter 
amendment filed for the purpose of convert- 
ing a Federal mutual association to a Feder- 
al stock association; (1) any proposed con- 
tracts or agreements among members of a 
group regarding the purchase of unsub- 
scribed shares pursuant to § 563b.3(d)(4); 
(m) any required undertakings or affidavits 
by officers or directors purchasing shares in 
the conversion that they are acting indepen- 
dently; (n) any documents referred to in the 
answer to item 9; (o) any trustee agreements 
or indentures; and (p) any agreements for 
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the making of markets or the listing on ex- 
changes of the stock of the converted in- 
sured institution. Documents, contracts, and 
agreements which are furnished in proposed 
form under this exhibit shall be furnished 
in final form immediately after the meeting 
of association members to consider the plan 
of conversion, except for documents which 
by their nature cannot be practically ex- 
pected until a later time required by subdi- 
visions (i) and (1) in which case they shall be 
furnished in substantially final form. 

Exhibit 3.—Opinion of counsel. Furnish 
an opinion of counsel for the applicant re- 
garding each of the following matters: (a) 
The legal sufficiency of the applicant’s pro- 
posed certificates and order forms for capi- 
tal stock and any other securities; (b) State 
law requirements applicable to the plan of 
conversion including citations to applicable 
State law and whether such requirements 
will be fulfilled by the plan; (c) the legal 
sufficiency of the applicant’s bylaws; (d) the 
type and extent of each class of voting 
rights in the applicant after conversion, in- 
cluding any requirement of State law that 
savings account holders or borrowers have 
voting rights in the converted insured insti- 
tution; (e) the.legality and Federal income 
tax effect to the applicant of any proposed 
stock option plan described in response to 
item 12 of form PS; and (f) a certification 
that the proposed charter S and bylaws con- 
form to part 552 of this subchapter or if not 
a statement to that effect. Matters listed in 
subdivisions (b), (c), and (d) of this exhibit 
only apply to an applicant which is convert- 
ing to a State-chartered stock association. 

Exhibit 4.—Federal and State tax opinions 
and rulings. (a) Furnish an opinion of the 
applicant’s tax adviser or an Internal Reve- 
nue ruling as to the Federal income tax con- 
sequences of the plan of conversion -to the 
applicant and to the various account hold- 
ers who receive nontransferable subscrip- 
tion rights to purchase capital stock. 

Instruction. The Corporation recommends 
that each applicant obtain a ruling from the 
Internal Revenue Service regarding the 
Federal income tax consequences of the 
plan of conversion. The Corporation may re- 
quire that such a ruling be obtained if the 
applicant’s plan of conversion is not sub- 
stantially similar to plans of conversion 
which have received favorable rulings. The 
Corporation may also require that such a 
ruling be obtained if the applicant’s plan of 
conversion contains novel provisions or 
there is otherwise a question as to the Fed- 
eral income tax consequences of the plan. 

(b) Furnish an opinion of the applicant’s 
tax adviser or, if applicable, a ruling from 
the appropriate State taxing authority as to 
any tax consequences of the plan of conver- 
sion under the laws of the State in which 
the applicant will be chartered upon conver- 
sion. Such opinion should relate to the ap- 
plicant and to eligible account holders. 

Exhibit 5.—Appraisal materials. Furnish 
the materials required by § 563b.7 regarding 
appraisal of the applicant. 

Exhibit 6.—Notice to members. Furnish 
the notices to the applicant’s members re- 
quired by § 563b.4 (a) and (b). 

Exhibit 7.—Other materials. (a) If infor- 
mation required by an appropriate form is 
not given for the reasons specified in 
§ 563b.8(j), furnish the statement required 
for each such omission by § 563b.8(j)(2). 

(b) Furnish all consents required to be 
filed by § 563b.8 (p) and (q). 
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(c) If applicable, furnish the statement re- 
quired by the instruction to item 5(e) of 
form PS regarding events which occurred 
within the last 10 years to directors of the 
applicant. 

(d) If information required by item 15¢h) 
of form PS relating to historical financial 
information is omitted, furnish the state- 
ment required by item 15(h)(1) of form PS. 

(e) Furnish any powers of attorney em- 
ployed pursuant to § 563b.8(e)(3). 

(f) Furnish the cross-reference sheet re- 
ferred to in § 563b.8(g). 

(g) If the applicant wishes to request a 
waiver of compliance in accordance with 
§ 563b.i(c), furnish the materials required 
by § 563b.1(¢)(2). 


’ Porm PS 
{Pacing Sheet] 


FEDERAL HOME LOAN BANK BOARD, FEDERAL SAV- 
INGS AND LOAN INSURANCE CORPORATION, 
1700 G STREET NW., WASHINGTON, D.C. 20552 


Proxy Statement 





(Exact name of applicant as specified in 
charter) 





(Street address of applicant) 





(City, State, and ZIP code) 
Proxy STATEMENT FoRM 


INDEX TO ITEMS 


Item 


1. Notice of meeting. 
Revocability of proxy. 
Persons making solicitation. 
Voting rights and vote required for ap- 
proval. 
Directors and executive officers. 
Remuneration and other transactions 
with management and others. 
Business of the applicant. 
Description of the applicant’s pian of 
conversion. 
Description of capital stock. 
Capitalization. 
Use of new capital. 
Stock option plans. 
New charter, bylaws, or other docu- 
ments. 
Other matters. 
Financial statements. 
Consents of experts and reports. 
Atiachmenis. 


{ForM PS] 


INFORMATION REQUIRED IN CONVERSION PROXY 
STATEMENT 


Notes: 1. Except as otherwise specifically 
provided, where any item calls for informa- 
tion for a specified period in regard to direc- 
tors, officers, or other rersons holding speci- 
fied positions or relationships, the informa- 
tion shall be given in regard to any person 
who held any of the specified positions or 
relationships at any time during the period. 
However, information need not be included 
for any portion of the period during which 
such person did not hold any such position 
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or relationship provided a statement to that 
effect is made. 

2. The proxy statement shall include such 
information which the General Counsei or 
Director of the Securities Division of the 
Office of General Counsel by interpretative 
release or otherwise have deemed necessary 
to comply with items of this form PS. 

Item 1. Notice of meeting. The cover page 
of the proxy statement shall give notice of 
the meeting of the association members 
called by the board of directors to act upon 
the conversion. The cover page shall include 
the date, time, and place of the meeting, a 
brief description of each matter to be acted 
upon at the meeting, the date of record for 
association members entitled,to vote at the 
meeting, the date of the statement, and the 
full address, ZIP code, and telephone 
number of the applicant. 

Iiem 2. Revocability of proxy. State that 
the person giving the proxy has the power 
to revoke it before the proxy is exercised at 
the meeting. If the right of revocation is 
subject to compliance with any formal pro- 
cedure, briefly describe such procedure. 
Briefly describe any charter, by law, or ap- 
plicable Federal or State law requirements 
otherwise restricting voting by proxy. State 
that the proxy is solicited for that meeting, 
and any adjournment thereof, and will not 
be used for any other meeting. (See also 
§ 563b.5(d)(3).) 

Item 3. Persons making the solicitation. 
(a) State whether the solicitation is made 
by the management of the applicant. Give 
the name of any director of the applicant 
who has informed the management in writ- 
ing that he interds to oppose any action in- 
tended te be taken by the management and 
indicate the action which he interds to 
oppose. 

(b) If the solicitation is to be made other- 
wise than by the use of the mails, describe 


the methods to be employed. If the solicita- © 


tion is to be made by specially engaged em- 
ployees or paid solicitors, state the material 
features of any contract or arrangement for 
such solicitation and identify the parties. 

(c) If the solicitation is made otherwise 
than by the management of the applicant, 
so state and give the names of the persons 
by whom and on whose behalf it is made. 
Any such solicitation normally need not re- 
spond to items 5 through 17, but must in- 
clude such information as to make such so- 
licitations comply with § 563b.5(g)(1). 

Item 4. Voting rights and vote required for 
approval. (a) Describe briefly the voting 
rights of each class of association members. 
State the approximate total number of 
votes entitled to be cast at the meeting, and 
the approximate number of votes to which 
each class is entitled. 

(b) As part of the description give the date 
of record for association members entitled 
to vote at the meeting. 

(c) As to each matter which will be sub- 
mitted to a vote of association members, 
state the vote required for its approval. 

Iiem 5. Directors and executive officers. 
(a) List the names and ages of all directors 
of the applicant, indicate all positions and 
offices held with the applicant by each such 
person, state his term of office as director 
and the period during which he has served 
as such, and briefly describe any arrange- 
ment or understanding between him and 
any other person pursuant to which he was 
selected as a director. 

(b) List the names and ages of all execu- 
tive officers of the applicant and indicate all 
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positions and offices held with the applicant 
by each such person. 

Instruction. The term “executive officer” 
means the president, vice president, secre- 
tary, treasurer, controller, principal ac- 
counting officer, any officer in charge of a 
principal lending or savings function, and 
any other officer or person who performs 
similar policymaking functions for the ap- 
plicant. : 

(c) State the nature of any family rela- 
tionship between any director or executive 
officer and any other director cr executive 
officer. 

Instruction. The term “family relation- 
ship’ means any relationship, by blood, 
marriage or adoption, not more remote than 
first cousin. 

(d) Give a brief account of the business 
experience during the past 5 years of each 
director and each executive officer, includ- 
ing his principal occupations and employ- 
ments during that period and the name and 
principal business of any corporation or 
other organization in which such occupa- 
tions and employments were carried on. 

(e) Describe any of the following events 
which occurred during the past 10 years and 
which are material to an evaluation of the 
ability and integrity of any director of the 
applicant: 

(i) A petition under the Bankruptcy Act 
of any State insolvency law was filed by or 
against, or a receiver, fiscal agent, or similar 
officer was appointed by a court for the 
business or property of, such person, or any 
partnership in which he was a general part- 
ner at or within 2 years before the time of 
such filing, or any corporation or business 
association of which he was an executive of- 
ficer at or within 2 years before the time of 
such filing; 

(2) Such person was convicted in a crimi- 
nal proceeding or is the subject of a crimi- 
nal proceeding which is presently pending 
(excluding proceedings for traffic violations 
and other minor offenses); or 

(3) Such person was the subject of any 
order, judgment, or decree of any court of 
competent jurisdiction permanently or tem- 
porarily enjoining him from acting as an in- 
vestment adviser, underwriter, broker, or 
dealer in securities, or as an affiliated 
person, director, or employee of any invest- 
ment company, bank, or insurance compa- 
ny, or removing him from office and/or pro- 
hibiting him from further participation in 
any manner in the conduct of the affairs of 
an insured institution, or from engaging in 
or continuing any conduct or practice in 
connection with any such activity or in con- 
nection with the purchase or sale of any se- 
curity, or was the subject of any order of a 
Federal or State authority barring or sus- 
pending, for more than 60 days, the right of 
such person to be engaged in any such activ- 
ity, which order has not been reversed or 
suspended. 

Instruction. If any event specified in para- 
graph (e) has occurred but information in 
regard thereto is omitted on the ground 
that it is not material, the applicant shail 
furnish, as supplemental information and 
not as a part of the statement the reasons 
for the omission of information in regard 
thereto. 

(f) State whether control of the applicant 
has been exercised through the use of prox- 
ies and the nature of such control. 

Item 6. Remuneration and other transac- 
tions with management and others. (See the 
note at the beginning of this form.) 


‘Name of 


(a) Furnish the following information in 
substantially the tabular form indicated 
below as to all direct remuneration paid by 
the applicant and its subsidiaries during the 
applicant’s last fiscal year to the following 
persons for services in all capacities: 

(1) Each director of the applicant whose 
aggregate .direct remuneration exceeded 
$40,000, and each of the three highest paid 
officers of the applicant whose aggregate 
direct remuneration exceeded that amount, 
naming each such director and officer. 

(2) All directors and officers of the appli- 
cant as a group, stating the number of per- 
sons in the group without naming them. 





(B) (Cc) 
Capacities in Aggregate 
which direct 
remuneration remuner- 
was received ation 


(A) 

Name of 
individua: or 
number of 
persons in group 





Instructions. (1) The information is to be 
given on an accural basis if practicable. The 
tables required by this paragraph (a) and 
paragraph (b) below may be combined if the 
applicant so desires. 

(2) Do not include remuneration paid to a 
partnership to which any director or officer 
was a partner, but see paragraph (e) below. 

(b) Furnish the following information in 
substantially the tabular form indicated as 
to all annuity, pension, or retirement bene- 
fits proposed to be paid to the following per- 
sons in the event of retirement at their 
normal retirement dates pursuant to any 
existing plan provided or contributed to by 
the applicant or any ot ifs subsidiaries: 

(1) Each director or officer named in 
answer to paragraph (aX1), naming each 
such person. 

(2) All directors and officers of the appli- 
cant who are eligible for such benefits, as a 
group, stating the number of persons in the 
group without naming them. 7 F 





(A) q (B) (Cc) 

Amount set aside Estimated 
or acerued annual 
during benefits 
applicant's last upon 
fiscal year retirement 


individual or 
number of 
persons in group 





Instructions. (1) The term “plan” in this 
paragraph and in paragraph (c) includes all 
plans, contracts, authorizations, or arrange- 
ments, whether or not set ‘forth in any 
formal document. 

(2) Column (B) need not be answered with 
respect to payments computed on an actuar- 
ial basis under any plan whch provides for 
fixed benefits in the event of retiremer:t at 
a specified number of years of service. In 
such case, columns (A) and (C) need not be 
answered with respect to directors and offi- 
cers as @ group. 

(3) The information calied for by column 
(C) may be given in the form of a table 
showing the annual benefits payable upon 
retirement to persons in specified salary 
classifications. 

(4) In the case of any pian (other than 
those specified in instruction (2) where the 
amount set aside each year depends upon 
the amount of earnings of the applicant or 
its subsidiaries for such year or a prior year, 
or where it is otherwise impracticable to 
state the estimated benefits upon. retire- 
ment, there shall be set forth, in lieu of the 
information called for by column (C), the 
aggregate amount set aside or accrued to 
date, unless it is impracticable to do so, in 
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which case there shall be stated the method 
of computing such benefits. 

(c) Describe briefly all remuneration pay- 
ments (other than payments reported in (a) 
or (b) of this Item) proposed to be made in 
the future, directly or indirectly, by the ap- 
plicant or any of its subsidiaries pursuant to 
any existing plan or arrangement to (i) each 
director or officer named in answer to para- 
graph (a)(1), naming each such person, and 
(ii) all directors and officers of the applicant 
as a group without naming them. 

Instruction. Information need not be in- 
cluded as to payments to be made for, or 
benefits to be received from, group life or 
accident insurance, group hospitalization or 
similar group payments or benefits. If, it is 
impracticable to state the amount of remu- 
neration payments proposed to be made, the 
aggregate amount set aside or accrued to 
date in respect of such payments shall be 
stated, together with an explanation of the 
basis for future payments. 

(d) State as to each of the following per- 
sons who was indebted to the applicant or 
its subsidiaries at any time during the last 
three years, (i) the largest aggregate 
amount of indebtedness outstanding at any 
time during such period; (ii) the nature of 
the indebtedness and of the transaction in 
which it was incurred, (iii) the amount 
thereof outstanding as of the latest practi- 
cable date, and (iv) the annual percentage 
rate paid or charged thereon (as computed 
under 12 CFR Part 226): 

(1)‘Each director or officer of the appli- 
cant; and 

(2) Each associate of any such director or 
officer. 

Instructions. (1) Include the name of each 
person whose indebtedness is described and 
the nature of the relationship by reason of 
which the information is required to be 
given. 

(2) This paragraph does not apply to 
amounts due a person for ordinary travel 
and expense advances and similar transac- 
tions. 

(3) If the loans to such persons (a) are se- 
cured by a first lien on a single-family dwell- 
ing owned and occupied by a director of offi- 
cer of the applicant at the time of making 
the loan and such loan at such time did not 
exceed the amount then specified in section 
5(c) of the Home Owners’ Loan Act of 1933, 
as amended, with respect to single-family 
dwellings if applicable or (b) are fully se- 
cured by a savings account, and if the lender 

-is the applicant, such disclosure may consist 

of a statement, if such is the case, that the 
loans to such persons (i) were made in the 
ordinary course of business, (ii) were made 
on substantially the same terms, including 
interest rates and collateral, as those pre- 
vailing. at the time for comparable transac- 
tions with other persons, and (iii) did not in- 
volve more than normal risk of collectibility 
‘or present other unfavorable features. 

(4) Computation of the annual percentage 
rate under paragraph (d)(iv) is to be done as 
though 12 CFR Part 226 was applicable to 
the transaction. 

(e) Describe briefly any transactions 
during or since the applicant’s last 3 fiscal 
years or any presently proposed transac- 
tions, to which the applicant or any of its 
subsidiaries or any borrower from the appli- 
cant or any of its subsidiaries was or is to be 
a party, in which any of the following per- 
sons had or is to have a direct or indirect 
material interest, naming such person and 
stating his relationship to the applicant, the 
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nature of his interest in the transaction 
and, where practicable, the amount of such 
interest: 

(1) Any director or officer of the appli- 
cant; 


. (2) Any relative or spouse of any of the 


foregoing persons, or any relative of such 
spouse, who has the same home as such 
person or who is a director or officer of any 
subsidiary of the applicant. 

Instructions. 1. No information need be 
given in response to this Item 6(e) as to any 
remuneration or other transaction reported 
in response to Item 6 (a), (b), (c), or (d), or 
as to any transaction with respect to which 
information may be omitted pursuant to 
instructions relating to such Items. 

2. No information need be given in answer 
to this Item 6(e) as to any -transaction 
where— 

(a) The transaction involves services as a 
bank depository of funds, transfer agent, 
registrar, or similar services; 

(b) The amount involved in the transac- 
tion or a series of similar transactions, in- 
cluding all periodic instaliments in the case 
of any lease or other agreement providing 
for periodic payments or installments, does 
not exceed $40,000, or $5,000 in the case of 
transactions giving rise to expenses of the 
type indicated in item 8 of form AC; or 

(c) The interest of the specified person 
arises solely from the ownership of savings 
accounts of the applicant and the specified 
person receives no extra or special benefit 
not shared on a pro rata basis by all savings 
account holders as a class. : 

3. It should be noted that this item calls 
for disclosure of indirect, as well as direct, 
material interests in transactions. A person 
who has a position or relationship with a 
firm, corporation, or other entity, which en- 
gages in a transaction with the applicant or 
its subsidiaries or with any borrower from 
the applicant or any of its subsidiaries may 
have an indirect interest in such transaction 
by reason or such position or relationship. 
However, a person shall be deemed not to 
have a material indirect interest in a trans- 
action within the meaning of this item (e) 
where— 

(a) The interest arises only (i) from such 
person’s position as a director of another 


corporation or organization (other than a’ 


partnership) which is a party to the transac- 
tion, or (ii) from the direct or indirect own- 
ership by such person and all other persons 
specified in subparagraphs (1) and (2) 
above, in the aggregate, or less than a 10 
percent equity interest in another person 
(other than a partnership) which is a party 
to the transaction, or (iii) from both such 
position and ownership; 

(b) The interest arises only from such per- 
son’s position as a limited partner in a part- 
nership in which he and all other persons 
specified in subparagraphs (1) and (2) above 
had an interest of less than 10 percent; or 

(c) The interest of such person arises 
solely from the hoiding of an equity interest 
(including a limited partnership interest but 
excluding a general partnership interest) or 
a creditor interest in another person which 
is a party to the transaction with the appli- 
cant or any of its subsidiaries and the trans- 
action is not material to such other person. 

4. The amount of the interest of any spec- 
ified person shall be computed without 
regard to the amount of the profit or loss 
involved in the transaction. Where it is not 
practicable to state the approximate 


amount of the interest, the approximate 
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amount involved in the transaction shall be 
indicated. 

5. In describing any transaction involving 
the purchase or sale of assets by or to the 
applicant, state the cost of the assets to the 
purchaser and, if acquired by the seller 
within 2 years prior to the transaction, the 
cost thereof to the seller. 

6. The foregoing instructions specify cer- 
tain transactions and interests as to which 
information may be omitted in answering 
paragraph (¢e) of this item. There may be 
situations where, although the foregoing 
instructions do not expressly authorize non- 
disclosure, the interest of a specified person 
in the particular transaction or series of 
transactions is not a material interest. In 
that case, information regarding such inter- 
est and transaction is not required to be dis- 
closed in response to this item. 

(f) Describe briefly any transactions 
during or since the applicant’s last 3 fiscal 
years or any presently proposed transac- 
tions, to which any pension, retirement or 
similar plan provide by the applicant or any 
of its subsidiaries, was or is to be a party, in 
which any of the following persons had or is 
to have a direct or indirect material interest, 
naming such person and stating his rela- 
tionship to the applicant, the nature of his 
interest in the transaction and, where prac- 
ticable, the amount of such interest: 

(1) Any director or officer of the appli- 
cant; 

(2) Any relative or spouse of any of the 
foregoing persons, or any relative of such 
spouse, who has the same home as such 
person or who is a director or officer of any 
subsidiary of the applicant; or 

(3) The applicant or any of its subsidiar- 
ies. 

Instructions. 1. Instructions 2, 3, 4, and 5 
to item 6(e) shall apply to this item 6(f). 

2. Without limiting the general meaning 
of the term “transaction” there shall be in- 
cluded in answer to this item 6(f) any remu- 
neration received or any loans received or 
outstanding during the period, or proposed 
to be received. 

3. No information need be given in answer 
to this paragraph (f) with respect to— 

(a) Payments to the plan, or payments to 
beneficiaries, pursuant to the terms of the 
plan; 

(b) Payment of remuneration for services 
not in excess of 5 per cent of the aggregate 
remuneration received by the _ specified 
person during the applicant’s last fiscal year 
from the applicant and its subsidiaries; or 

(c) Any interest of the applicant or any of 
its subsidiaries which arises solely from its 
general interest in the success of the plan. 

Item 7. Business of the arplicani. (a) Or- 
ganization. State the year in which the ap- 
plicant was organized and whether iis pres- 
ent charter was issued by the State or Fed- 
eral Government. Describe briefly any pre- 
vious conversion of the applicant. 

(b) Selected statement of financial condi- 
tion and other items. As the end of each of 
the periods covered by the statements of op- 
erations required by item 15(b)(1) and as of 
the date of the latest statement of financial 
condition required by item 15(a), set forth 
in tabular form the amounts of the follow- 
ing items: (1) Total assets, (2) real estate 
loans outstanding, (3) savings accounts, (4) 
advances from the Federal home loan bank, 
(5) other borrowed money, if material, (6) 
net worth and (7) number of offices indicat- 
ing any which are less than full service. The 
applicant may use other substantially simi- 
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lar captions, and may include other items 
such as number of real estate loans out- 
standing and number of savings accounts. 

(c) Mergers and acquisitions. Indicate in 
tabular form, any mergers, bulk purchase of 
assets and similar acquisitions which have 
occurred in the periods covered by state- 
ments of operations required by item 15(b). 
With respect to each such acquisition, give 
names of the association involved, its loca- 
tion, its total assets immediately prior to 
such acquisition, the number of offices. ac- 
quired, the method of accounting for such 
acquisition, and any excess of cost over the 
net assets acquired (goodwill) included in 
the latest statement of financial condition. 
The information~- provided in this section 
should be referenced to any appropriate 
notes to the financial statements required 
by item 15. 

(d) Lending activities: (1) Describe briefly 
applicable Federal and State restrictions on 
the lending activities of the applicant in- 
cluding applicable laws affecting mortgage 
loan interest rates. Describe the applicant’s 
general policy concerning loan to value 
ratios. Describe briefly the applicant’s cus- 
tomary methods of obtaining loan origina- 
tions such as the use of loan consultants 
and approval of security properties and use 
of a loan committee, if any. Describe briefly 
the applicant’s policies as to requiring title 
insurance and fire and casualty insurance 
on security properties. 

(2) As of the end of the periods covered by 
the statements of operations required by 
item 15(b)(1) and as of the date of the latest 
statement of financial condition required by 
item 15(a), set forth in tabular form the 
amount and percentage of the loan portfolio 
of the applicant (i) by type of loan and (ii) 
by type of security. 

Instructions. 1. For the classification re- 
quired by subparagraph (2)(i), separate 
types of loans into real estate loans and 
loans for other purposes. Also, separate real 
estate loans into conventional loans and 
FHA-VA loans. and conventional loans shall 
be separated into loans for construction, 
loans on existing property and loans refi- 
nanced. 

2. for the classification required by sub- 
paragraph (2)ii), type of security shall be 
separated into residential and other types. 
Residential loans shall be separated into 
single-family dwellings, two-to-four family 
dwellings, and other dwelling units. Also, in- 
dicate any material classification of other 
loans such as mobile home loans, home im- 
provement loans, home equipping loans, 
passbook loans, commercial or industrial 
loans, and undeveloped land loans. 

(3) For each of the periods covered by the 
statements of operations required by item 
15(b), set forth in tabular form the amount for 
each period of (i) loans originated, (ii) loans 
purchased, (iii) loans sold, and (iv) total net 
loan activity. Also describe briefly the appli- 
cant’s total activity as of the date of the 
latest statement of financial condition re- 
quired by item 15(a), and briefly indicate 
the applicanit’s general future intentions 
with repect to activities in secondary mort- 
gage markets including transactions with 
the Federal Home Loan Mortgage Corpora- 
tion, the Federal National Mortgage Associ- 
ation, or mortgage bankers. If significant, 
indicate loan service fee income as a per- 
centage of gross income for the year ended 
as of the latest statement of financial condi- 
tion required by item 15(a). 
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Instructions. 1..For the classification re- 
quired by subparagraph (3)(i), loans origi- 
nated shall be separated into real estate 
loans, loans for other purposes, and total 
loans originated. Real estate loans shall be 
further separated into conventional loans 
and FHA-VA loans, and conventional loans 
shall be separated into loans for construc- 
tion, loans on existing property, and loans 
refinanced. 

2. For the classification required by sub- 
paragraph (3)(ii), loans purchased shall be 
separated into real estate loans, loans for 
other purposes, and total loans purchased. 
Real estate loans shall be further separated 
into conventional loans and FHA-VA loans. 

3. For the classification required by sub- 
paragraph (3)(iii), leans sold shall be sepa- 
rated into whole loans, participation loans, 
and total loans sold. 

4. For the classification required by sub- 
paragraph (3)iv), total net loan activity 
shall be equal to total loans originated plus 
total loans purchased minus total loans sold. 

(4) As to the lending area of the applicant, 
describe briefly (i) the lending area restric- 
tions applicable to the applicant, (ii) the 
areas in which the applicant normally lends, 
and (iii) any material loan concentration 
areas of the applicant. Such descriptions 
may include a map illustrating one or more 
of these areas. Furnish an estimate of the 
housing vacancy rates in areas where the 
applicant’s loan concentrations are located, 
if practicable. : 

(5) Describe briefly the general long term 
nature of investment in mortgage loans and 
the consequent effect upon the earnings 
spread of savings and loan associations. 
State the normal maturity of loans made by 
the applicant on the security of single- 
family dwellings and furnish an estimate as 
to the average length of time such loans are 
outstanding. 

(6) As of the end of each of the periods 
covered by the statements of operations re- 
quired by item 15(b)(1) and as of the date of 
the latest statement of financial condition 
required by item 15(a), set forth in tabular 
from, excluding origination fees, discounts 
and premiums on real estate loans originat- 
ed, the following: (i) weighted average of 
return on loans originated and purchased 
during each period, (ii) weighted average 
rate of return on loans held at the end of 
each period, (iii) weighted average interest 
cost of savings at the end of each period, 
(iv) weighted average interest cost of Feder- 
al home loan bank advances and other bor- 
rowings during the period, (v) total weight- 
ed average interest cost of savings and bor- 
rowings for the period (the total of (iii) and 
(iv)), and (vi) the gross margin ((ii) minus 
(v)). 

Instruction. As an example of the calcula- 
tion of the weighted average rate, the fol- 
lowing method should be used to calculate 
the weighted average interest rate on sav- 
ings: 

1. Determine the percentage of total sav- 
ings represented by each type cf savings in- 
strument. 

2. Multiply these percentages by the con- 
tractual interest rate the applicant is com- 
mitted to pay on such instruments. 

3. The resulting percentages are then to- 
talled, giving the weighted rate. 

(7) As of the end of each of the periods 
covered by the statements of operations re- 
quired by item 15(b)(1) and as of the date of 
the latest statement of financial condition 
required by item 15(a), set forth in tabular 


form loan origination fees charged to bor- 
rowers expressed as a percentage of the 
total amount of loans originated and net 
income. In addition, fee income, broken 
down into its various components including 
but not limited to GNMA commitment fees, 
serving fees, loan commitment fees, should 
all be expressed as a percentage of both 
gross and net income. 

(8) Describe briefly the applicant’s 
method of loan origination fee and discount 
amortization and the total of such balances 
deferred by the applicant as of the date of 
the latest statement of financial condition 
required by item 15(a). Describe briefly the 
normally volatile nature of loan fee income. 

(9) Describe briefly the regulatory classifi- 
cations of scheduled items.and the appli- 
cant’s customary procedures regarding de- 
linquent loans. As of the end of each of the 
periods covered by the statements of oper- 
ations required by item 15(b)(1) and as of 
the date of the latest statement of financial 
condition required by item 15(a), set forth 
in tabular form the amounts and categories 
(slow loans, real estate owned, loans to fa- 
cilitate, and others) of scheduled items and 
the ratio of such scheduled items to speci- 
fied assets and to total assets. Where real 
estate owned is a significant portion of 
scheduled items, include a brief description 
of the major properties included therein 
and a statement as to the applicant’s prob- 
able loss, if any, upon disposition of such 
properties. 

(e) Savings activities. (1) As of the date of 
the latest statement of financial condition 
required by item 15(a), set forth in tabular 
form the amounts and percentages of sav- 
ings accounts by categories of interest rate. 
As to certificates of deposit, indicate the 
term and minimum balances required for 
each. As of the date of the latest statement 
of financial condition required by item 
15(a), set forth in tabular form the amounts 
oi such certificates maturing by quarter 
during the 3 years following such date and 
the total maturing thereafter, the percent- 
age of such amounts to total savings. 

(2) Describe the applicant’s methods of 
computing and paying interest for both 
passbook savings accounts and certificates 
of deposit. State that the maximum rate of 
interest which the applicant may pay is es- 
tablished by the Board. State that in the 
event of liquidation of the applicant after 
conversion, savings account holders will be 
entitled to full payment of their accounts 
prior to payment to shareholders. Also, indi- 
cate the percentage of total savings ac- 
counts which are from out-of-State sources, 
if such total is significant. 

(f) Insurance of accounts. (1) Describe 
briefly insurance of accounts and the gener- 
al regulatory authority of the Corporation. 

(2) Describe briefly the Federal insurance 
reserve requirements, the results of failure 
to meet those requirements, and the appli- 
cant’s Federal insurance reserve account po- 
sition in relation to those requirements. 
Also describe the annual insurance premium 
payment and prepayment requirements. 

(g) Federal Home Loan Bank System. (1) 
Describe briefly the Federal Home Loan 
Bank System and state that the applicant is 
a member. Such description shall include: 
(i) Limitations on borrowings, (ii) recent 
loan policies of the applicant’s Federal 
home loan bank and current interest rates, 
and (iii) Federal home loan bank stock pur- 
chase requirements and the applicant’s. posi- 
tion with respect to those requirements. 
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(2) Describe briefly applicable liquidity re- 
quirements under seciion 5A of the Federal 
Home Lo2n Bank Act, as amended, the reg- 
ulations thereunder, and State law. State 
the applicant’s position with respect to 
those requirements. 

(h) Siate Savings and Loan Association 
Law. If the applicant is converting to a 
State-chartered stock association, describe 
briefly applicable provisions of State law 
which have a material effect on the business 
of the applicant. 

(i) Federal Siate taxation. Describe briefly 
the Federal income tax laws applicable to 
the applicant incuding: (1) Permissible bad 
debt reserves, (2) the applicant’s position 
with respect to the maximum bad debt re- 
serve limitations as of the date of the latest 
statement of financial condition required 
under item 15(a), (3) future increases in the 
effective income tax rate, (4) the date 
through which the applicant’s Federal 
income tax returns have been audited by 
the Internal Revenue Service, and (5) the 
tax effect to the applicant of the payment 
of cash dividends on capital stock of the ap- 
plicant after conversion. Also describe brief- 
ly the State taxation of the applicant. 

(j) Competition. Describe the material 
sources of competition for savings and loan 
associations generally and indicate to the 
extent practicable the applicant’s position 
in its principal lending and savings markets. 

Instruction. In answering item 7(j) give to 
the extent known the association savings 
and mortgage product market shares by 
county in its geographic market. Also indi- 
cate its rank and any material changes or 
trends in its competitive standing. 

(k) Office and other material properties. 
(1) Furnish the location of the applicant’s 
home office and each existing and approved 
branch office and other office facilities 
(such as mgbile or satellite offices). State 
the total net book value of all such offices 
as of the date of the latest statement of fi- 
nancial condition required by item 15(a). If 
any such office is leased, state the expira- 
tion dates of such leases. 

(2) Describe briefly undeveloped land 
owned by the applicant, including location, 
net book value, and prospective use and 
holding period. If the applicant or a subsidi- 
ary owns or leases electronic date processing 
equipment principally for its own use, de- 
scribe briefly such equipment indicating net 
book value if owned or the principal lease 
terms if leased. 

(1) Employees. State the number of per- 
sons employed fulltime by the applicant in- 
cluding executive officers listed under item 
5. State whether employees are represented 
by a collective bargaining group and wheth- 
er the applicant’s relations with its employ- 
ees is. satisfactory. Summarize briefly any 
loans, profit sharing, retirement, medical, 
hospitalization or other remuneration plans 
provided for employees not already included 
pursuant to item 6. 

(m) Service corporations. Describe briefly 
the applicant’s investment in any subsidiary 
and the major lines of business (including 
any joint ventures) of the subsidiary which 
are material to its operations. 

(n) Pending legal proceedings. Briefly de- 
scribe any material pending legal proceed- 
ings, other than ordinary routine litigation 
incidental to the business, to which the ap- 
plicant or any of its subsidiaries is a party 
or of which any of their property is the sub- 
ject. Include the name of the court or 
agency in which the proceedings are pend- 
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ing, the date instituted, the principal parties 
thereto, a description of the factual basis al- 
leged to underly the proceeding, the relief 
sought and counsel’s opinion as to the 
merits of the applicant’s position in each 
such matter. Include similar information as 
to any such proceedings known to be con- 
templated by governmental authorities. 

(0) Additional information. The Corpora- 
tion may, upon the request of the applicant, 
and where consistent with the protection of 
account holders and others, permit the 
omission of any of the information required 
by this Item or the furnishing in substitu- 
tion therefor of appropriate information of 
comparable character. The Ccrporation 
may also require the furnishing of other in- 
formation in addition to, or in substitution 
for, the information required by this Item 
in any case where such information is neces- 
sary or appropriate for an adequate descrip- 
tion of the applicant’s business done or in- 
tended to be done. 

Item 8. Description of the plan of conver- 
sion. (a) A statement to the following effect 
shall be inserted in the proxy statement im- 
mediately preceding the information re- 
quired by this Item: The Federal Home 
Loan Bank Board has given approval to the 
plan of conversion, subject to its approval 
by assceciation members and the satisfaction 
of certain other conditions. However, such 
Board approval does not consititue a recom- 
mendation or endorsement of the plan by 
the Board. 

(b) The proxy statement shall contain a 
description of the plan of conversion. Such 
description shal! contain the information re- 
quired by paragraphs (c) through (j) of this 
item and such additional information as 
may be necessary to accurately describe the 
material provisions of the plan. 

(c) Briefly describe the effects of conver- 
sion from a mutual institution to a stock in- 
stitution including the following informa- 
tion: (1) State that savings accounts of the 
applicant will not be affected by the conver- 
sion with respect to such matters as bal- 
ances in the accounts and the extent of in- 
surance of savings accounts by the Corpora- 
tion; (2) state whether savings and borrow- 
ing members of the applicant will continue 
to have voting rights in the applicant after 
conversion, and describe any voting rights 
they will have; (3) state the present liquida- 
tion rights of account holders and describe 
the liquidation account to be established 
and maintained by the applicant, including 
the conditions under which such account 
will be paid, the interest of eligible account 
holders and supplemental eligible account 
holders in such account and the formula by 
which such account will be adjusted; (4) 
state that the rights and obligations of bor- 
rowers from the applicant will not be 
changed in any manner; (5) state that capi- 
tal stock to be sold by the applicant will not 
be insured by the Corporation; (6) state that 
none of the assets of the applicant will be 
distributed in order to effect the conversion 
other than to pay expenses incident thereto; 
and (7) state briefly the reason why man- 
agement is recommending the conversion, 
including any advantages to the community 
served by the applicant. 

(d) With respect to the subscription offer- 
ing, furnish the following information: (1) 
The formula to be used for determining the 
subscription rights of account holders to 
purchase shares pursuant to § 563b.3(c) (2), 
(4), and (5); (2) any minimum share pur- 
chase requirements pursuant to 
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§ 563b.3(d)(8); (3) any optional provisions in- 
cluded in the plan of conversion pursuant to 
§563b.3(d) for the purchase of shares of 
capital stock including the purchase prior- 
ities, any limitation on total purchases, the 
total number of shares which may be pur- 
chased, and the formula for their allocation; 
(4) the allocation formulas to be used in the 
event that there is an oversubdscription of 
shares at any time during the sale of stock 
under the plan of conversion; and (5) the 
use and timing of the order forms with re- 
spect to the subscription offering. 

(e)(1) Set forth on a per share basis the 
estimated public offering price range of the 
shares of capital stcck to be soid pursuant 
to the plan of conversion; (2) state that the 
public offering price will be the pro forma 
market value of such shares based on an in- 
dependent valuation; (3) state that all of the 
shares are required to be sold; and (4) de- 
scribe briefly the results of the appraisal of 
the association made by an independent ap- 
praiser for the purpose of determining the 
estimated price range. 

(f) Discuss (1) the earnings per share on a 
pro forma basis of the capital stock to be 
sold as of the end of the most recent period 
covered by the statements of operation re- 
quired by item 15(b)(1); and (2) the book 
value per share on a pro forma basis as of 
the date of the latest statement of financial 
condition required by item 15(a). 

Instruction. Earnings and book value per 
share shall be furnished without giving 
effect to the estimated net proceeds from 
the sale of the capital stock, and then after 
giving effect to such proceeds with all as- 
sumptions used clearly stated. 

(g) With respect to the subscription offer- 
ing, state the proposed commencement and 
expiration dates of the subscription period 
and describe any provisions in the plan of 
conversion related to the timing of the sub- 
scription offering or extension of the sub- 
scription period. Also, state (1) that a maxi- 
mum subscription price will be set forth in 
the offering circular used for the subscrip- 
tion offering; (2) that the actual subscrip- 
tion price will be the public offering price; 
(3) that the actual subscription price will 
not exceed the maximum subscription price 
shown on the- order form; and (4) that any 
difference between the maximum and 
actual subscription prices will be refunded. 

(h) Furnish the following information: (1) 
State that the converted insured institution 
will enter into an agreement with the Cor- 
poration in accordance with § 563b.3(i) and 
briefly describe the material terms of such 
agreement; (2) describe to the extent practi- 
cable the applicant’s present intentions with 
respect to listing the capital stock on an ex- 
change or otherwise providing a market for 
the purchase and sale of the capital stock in 
the future; (3) describe briefly the tax effect 
of the conversion both to the applicant and 
to the various classes of account holders re- 
ceiving nontransferrable subscription rights 
to purchase capital stock in the conversion, 
and (4) state that the plan of conversion is 
attached as an exhibit to the proxy state- 
ment and should be consulted for further 
information. 

(i(1) State whether the plan of conver- 
sion provides for the capital stoc not pur- 
chased in the subscription offering to be of- 
fered to the public through underwriters or 
directly by the converting institution. If 
such is the case, provide the information to 
the extent known required by item 6 of 
form OC and indicate the estimated timing 
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of the proposed offering. (2) State whether 
the plan of conversion provides for the pur- 
chase by any person or group of any insig- 
nificant residue of shares remaining at the 
conclusion of the subscription offering or 
the public offering. 

(j) Furnish the following information in 
tabular form regarding proposed purchases 
of capital stock involving directors and offi- 
cers of the applicant: 

(1) State the total number of shares pro- 
posed to be purchased by ali officers, direc- 
tors and their associates as a group without 
naming them. 

(2) As to each officer and director named 
in item 6(a)(1), name him, state his position, 
and the number of shares proposed to be 
purchased by him. ; 

(3) As to any officer, director or their as- 
sociate who proposes to purchase 1 percent 
or more of the total number of shares of 
capital stock of the applicant to be out- 
standing, name him, state his position, and 
the number of shares proposed to be pur- 
chased by him. 

(4) With respect to the information re- 
quired by (1), (2) and (3) above, indicate sep- 
arately the number of shares proposed to be 
purchased in each offering category. 

Item 9. Description of capital stock. (a) 
Furnish the following information concern- 
ing the capitai stock of the applicant to be 
sold upon conversion: 

(1) Outline briefly (i) dividend rights and 
restrictions; (ii) voting rights; (iii) liquida- 
tion rights; (iv) pre-emptive rights; (v) liabil- 
ity to further calls or to assessment by the 
applicant; and (vi) other material provi- 
sions. 

(2) If the rights of holders of such capital 
stock may be modified otherwise than by a 
vote of a majority or more of the capital 
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stock outstanding, voting as a class, so state 
and explain briefly. 2 

(3) Outline briefly any restrictions on the 
repurchase or redemption of, and payment 
of dividends on, capital stock, or any part 
thereof, by the applicant. 

Instructions. 1. This item requires only a 
brief summary of the provisions which are 
pertinent from an investment standpoint. A 
complete legal description of the provisions 
referred to is not required and should not be 
given. Do not set forth the provisions of the 
governing instruments verbatim; only a suc- 
cinct resume is required. 

2. If the rights evidenced by the capital 
stock will be materially limited or qualified 
by the rights of savings account holders or 
borrowers, include such information regard- 
ing such limitation of qualification as will 
enable investors to understand the rights 
evidenced by the capital stock. 

(b) An undertaking should be included in 
the proxy statement that the applicant 
where practical will use its best efforts to 
encourage and assist a professional market 
maker in establishing and maintaining a 
market for the capital stock ofthe appli- 
cant. 

(c) Outline briefly the trading market 
that is expected to exist for the capital 
stock following the conversion including the 
estimated number of market members and 
stockholders, and the anticipated success of 
the applicant in listing the stock. 

Instructions. Any discussion of the listing 
of the applicant’s stock should include the 
basic requirement that must be met for 
such listing. 

Item 10. Capitalization. Set forth in sub- 
stantially the tabular form indicated below 
the dollar amounts of the capitalization of 
the applicant: 





(A) (B) (Cc) 





Pro-forma 
Capitalization as of latest Adjustments  capitali- 
statement of condition asa result of zation after 
date conversion giving effect 
ta the 
conversion 





Savings accounts 


$ 





FHL bank advances 





Subordinated debt securities 





Other borrowings 





Capital stock 





Paid in capital 





Undivided profits 





Federal Insurance Reserve 





. Other reserves.. 


© {0 99 29. ON yh go BO 





-~ 


Total 











Instructions. 1. With respect to capital 
stock, indicate in the table or in a footnote 
the total number of shares to be authorized, 
the par or stated value of such shares, and 
the number of shares to be sold as part of 
the conversion. 

2. With respect to the funds to be received 
by the applicant from the sale of its capital 
stock, indicate in the table the estimated 
total amount of funds to be obtained and in 
a footnote state the price per share used in 
making such estimate. Such total amount 
and price per share shall be clearly identi- 
fied as being estimates. 


Item 11. Use of new capital. State the 
principal purposes for which the net pro- 
ceeds to the applicant from the capital stock 
to be sold are intended to be invested or 
otherwise used, and the approximate 
_ amount intended for each such purpose. 

Instruction. Details of proposed invest- 
ments are not to be given. There need be 
furnished, for example, only a brief state- 
ment of any investment or other activity of 
the applicant which will be affected materi- 
ally by availability of the proceeds. Exam- 
ples of such activities may include expanded 
secondary market activities, larger scale 


lending projects, loan portfolio diversifica- 
tion, increased liquidity investments, repay- 
ment of debt, additional branch offices and | 
other facilities, service corporation invest- 
ments, and acquisitions. 

Item 12. Stock option plan. If action is to 
be taken with respect to the granting to of- 
ficers and employees of any stock options to 
purchase capital steck of the applicant to 
take effect after conversion, furnish the fol- 
lowing information: 

(a) State (i) the title and number of 
shares to be called for by such options; (2) 
the prices, expiration dates and other mate- 
rial conditions upon which the options may 
be exercised; (3) the consideration to be re- 
ceived by the applicant for the granting of 
the options and (4) the Federal income tax 
consequences of the issuance and exercise of 
such options to the recipient and to the ap- 
plicant. 

(b) State separately the amount of options 
to be received by the following persons, 
naming each such person: (1) Each director 
or officer named in answer to items 6(a); (2) 
each associate of such directors or officers; 
and (3) each other person who is to receive 5 
percent or more of such options to be re- 
ceived by all directors and officers of the ap- 
plicant as a group, without naming them. 

(c) Furnish such information, in addition 
to that required by item 6, as may be neces- 
sary to describe adequately the provisions 
already made pursuant to all bonus, profit- 
sharing, pension, retirement, deferred com- 
pensation or other remuneration or incen- 
tive plans, now in effect or in effect within 
the past 5 years, for (i) each director or offi- 
cer named in answer to item 6(a) who may 
participate in the stock option plan to be 
acted upon; (ii) all directors and officers of 
the applicant as 2 group, if any director or 
officer may participate in the plan, and (iii) 
all employees, if employees may participate 
in the plan. 

Instructions. The term “plan” as used in 
paragraph (c) of this Item means any plan 
as defined in instruction 1 to item 6(b). 

State whether the adoption of any stock 
option or purchase plan is contemplated fol- 
lowing the completion of the conversion. If 
so, indicate the material terms of the pro- 
posed plan. 

Item 13. New charter, bylaws or other doc- 
uments. Describe briefly any material dif- 
ferences between the provisions of existing 
charter, bylaws and any similar documents 
of the applicant and those which will take 
effect after conversion, including, if applica- 
ble, the optional charter provision provided 
for in § 563b.3¢i)(3). 

Instruction. This Item requires only a 
brief summary of the provisions which are 
pertinent from both an investment stand- 
point and a voting standpoint. A complete 
legal description of the provisions referred 
to is not required and should not be given. 
Do not set forth the provisions verbatim; 
only a succinct resume is required. 

Item 14. Other maiters. State that the ap- 
plicant will register its capital stock under 
section 12(g) of the Securities Exchange Act 


_ of 1934, as amended, and that it will not der- 


egister such stock for a period of 3 years. It 
should be noted that upon registration the 
proxy rules, insider trading reporting and 
restrictions, annual and periodic reporting 
and other requirements of that Act will be 
applicable. 

Item 15. Financial statements. Notes: 1. 
The following instructions specify the state- 
ments of financial condition, the statement 
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of operations and statements of stockhold- 
ers’ equity required to be included in the 
proxy statement. Section 563c.1 governs the 
certification, form, and content of such fi- 
nancial statements including the basis of 
consolidation. 

2. If the applicant has previously used an 
audit period in connection with its certified 
financial statements which does not coin- 
cide with its fiscal year, such audit period 
may be used in place of any fiscal year re- 
quirement provided it covers a full 12 
months’ operations and is used consistently. 

3. To enable investors to understand and 
evaluate material periodic changes in the 
various items of the statement of operations 
a separately captioned section (entitled 
“Management’s Discussion and Analysis of 
the Statement of Operation”) immediately 
following such statement of operation 
should include a statement explaining: (1) 
Material changes from period to period in 
the amounts of the items of revenues and 
expenses, and (2) changes in accounting 
principles or practices or in the method of 
their application that have a material effect 
on net income as reported. The purpose of 
this statement is to provide investors with 
management’s analysis of the financial data 
included in the statement of operation 
through a discussion of the causes of mate- 
rial changes in the items of the statement of 
operation and of disclosure of the dollar 
amount of each such change and the effect 
of each such change on the reported resuits 
for the applicable periods. This discussion is 
necessary to enable investors to compare pe- 
riodic results of operations and to assess the 
source and probability of recurrence of 
earning (losses). The analysis should include 

-a discussion of material facts, whether fa- 
vorabie or unfavorable, which, in the opin- 
ion of management, may make historical op- 
eration or earnings as reported in the state- 
ment of operations not indicative of current 
or future operations or earnings. 

(a) In general, the discussion of materia! 
periodic changes should be limited to: (1) 
The latest interim period presented and the 
comparabie interim period in the immedi- 
ately preceding fiscal year; (2) the mest 
recent fiscal year presented and the fiscal 
year immediately preceeding it; and (3) the 
second most recent fiscal year presented 
and the fiscal year immediately preceding 
it. There may be circumstances, however, 
under which an explanation of revenue or 
expense item changes between two or more 
of the earlier periods of the 5-year summary 
may be material to an understanding of the 
sunenary. Further, to better explain reve- 
nue and expense items changes for interim 
periods it may be necessary to give an analy- 
sis of changes between consecutive fiscal 
quarters. 

(ob) While it is not feasible to specify all 
subjects which should be covered in the dis- 
cussion and analysis of the statement of op- 
eration, the following are examples which 
applicants should consider in making disclo- 
sure: 

1. Material changes in the revenues gener- 
ated by types of operation: 

2. Material changes in the line items con- 
tained in the statement of operations; 

3. Material changes in advertising, promo- 
tion, or other discretionary costs; 

4. The acquisition or disposition of a mate- 
rial asset other than in the ordinary course 
of business; 
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5. Material and unusual charges or gains, 
including credits or charges associated with 
discontinuation of operations; 

6. Material changes in assumptions under- 
lying deferred costs and/or income and the 
plan for amortization of such costs or 
income; 

7. Material changes in the associations 
categorized or nonproduCtive, slow loans, or 
scheduled items; 

8. Material changes of any kind in the 
statements of condition and/or operations 
of a subsidiary; and 

9. Material concentration of loans made to 
one or more borrowers. 

(c) The textual analysis should be present- 
ed in a manner that wili best communicate 
the significant elements necessary to a clear 
understanding by the investor of the finan- 
cial results. Favorable as well as unfavorable 
trends and changes should be discussed. 

ables and charts may be used where appro- 
priate. A mechanistic approach to this anal- 
ysis which usés boiler plate or mere nota- 
tion of percentage change by classification 
or line item should be avoided. 

(d) A discussion of a change in an item of 
revenue or expense generaliy is required 
when an item required to be set forth in the 
statement of operations or disclosed pursu- 
ant to §563c.7 (a) through (v) increased or 
decreased by more than 10 percent as com- 
pared to the prior period (but only if such 
prior period is presented), and increased or 
decreased by’ more than 2 percent of the 
average net income or loss for the most 
recent 3 years presented. In calculating 
average net income, loss years should be ex- 
cluded. If losses were incurred in each of 
the most recent years, the average loss shall 
be used for purposes of this test. Should the 
applicant be of the opinion that an explana- 
tion of a change is not necessary to an un- 
derstanding of the statement of operations 
even though the chanse meets the forego- 
ing standards, the applicant shall furnish 
the Corporation, as supplemental informa- 
tion, a written statement of the reasons for 
the ommission. 

(e) Notwithstanding the fact that a 
change in an item of revenue or expense 
does not meet the standards set forth in 
paragraph (d) it should be discussed if the 
applicant believes an explanation of such a 
change is necessary to an understanding of 
the statement of operations. . 

(f>) When the text of the proxy statement 
or offering circular contains a discussion of 
factors indicating a material change in oper- 
ating results, whether favorabie or unfavor- 
able subsequent to the latest period includ- 
ed in the statement of operations, the man- 
agement discussion and analysis should call 
attention to the change and refer to the 
place in the proxy statement or offering cir- 
cular where it is discussed. 


(a) Statements of financial condition of 


the applicant. (1) Furnish certified state- 
ments of financial condition as of the close 
of the applicant’s latest fiscal year and as of 
the close of the preceding fiscal year. (2) If 
the latest statement furnished under (1) is 
in excess of 120 days from the date of filing 
of the application for conversion, or any 
amendment thereto, furnish an additional 
statement of financial condition as of a date 
within 120 days of such filing. This addi- 
tional statement need not be certified 

(b) Statements of operations and state- 
ment of stockholders’ equity. Furnish in 
comparative columnar form statements of 
operations and statements of stockholders’ 
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equity of the applicant (1) for each of the 5 
fiscal years preceding the date of the state- 
ment of financial condition as of the close 
of the applicant’s latest fiscal year filed 
under paragraph (a) and (2) for the period, 
if any, between the close of the latest of 
such fiscal years and the date of the state- 
ment of financial condition filed under 
paragraph (a). Furnish a statement of oper- 
ations for the period comparabie to (bi(2) in 
the immediately preceding fiscal year. 
Statements for the 3 latest fiscal years 
under (b)(1) shall be certified. 

Instructions. 1. Reflect information or ex- 
planation of material significance to inves- 
tors in appraising the results shown, or 
refer to such information or explanaton set 
forth elsewhere in the proxy statement. In- 
clude comparable data for any additional 
fiscal years necessary to keep the state- 
ments from being misleading. The state- 
ments shall reflect the retroactive adjust- 
ment of any material items affecting the 
comparability of the results. 

2. In connection with capital stock sold 
pursuamt to the plan of conversion, the 
statements shall reflect earnings that would 
have been appiicable to such outstanding 
stock. 

(c) Statements of changes in financial po- 
sition. Furnish certified statements of 
changes in financial position (1) for each of 
the 3 fiscal years preceding the date of the 
latest statement of financial condition filed 
under paragraph (a) and (2) furnish a state- 
ment for the period if any, between the 
close of the latest of such fiscal years and 
the date of the latest statement of financial 
condition filed under paragraph (a). This 
additional statement need not be certified. 

(ad) Ommission of applicant’s statements 
in certain cases. Notwithstanding para- 
graphs (a), (b), and (c), the individual finan- 
cial statements of the applicant may be 
omitted if (1) the conditions specified in 
either of the following paragraphs are met, 
and (2) the Corporation is advised as to the 
reasons for such ommission. 

(1) The applicant is primarily an operat- 
ing company and ali subsidiaries included in 
the consolidated financiai statements filed 
are totally held subsidiaries; or 

(2) The applicant’s total assets, exclusive 
of investments in and advances to the con- 
solidated subsidiaries, constitute 85 percent 
or more of the total assets shown by the 
consolidated statement of financial condi- 
tion filed and the applicant’s total gross rev- 
enues for the period for which its state- 
ments of operations would be filed, exclu- 
sive of interest and dividends received from 
the consolidated subsidiaries, constitute 85 
percent or more of the total gross revenue 
shown by the consslidated statements of op- 
erations filed. e 

(e) (1) Consolidated statements. Furnish 
consolidated statements for the same peri- 
ods and as of the same dates as would be re- 
quired for the applicant. These statements 
shall be certified as would be required for 
the applicant’s statements. (Paragraphs (a), 
(b), and (c) above.) 

(2) Unconsolidated subsidiaries and other 
persons. Subject to § 563c.1(q2) regarding 
group statements of unconsolidated subsid- 
iaries, there shall be set forth for each ma- 
jority-owned subsidiary of the applicant not 
consolidated the financial statements which 
would be required if the subsidiary were 
itself an applicant. Insofar as practicable, 
these financial statements shali be as of the 
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same dates or for the same periods as those 
of the applicant. 

(3) Fifty-percent-owned persons and other 
persons. If the applicant owns directly or in- 
directly approximately 50 percent of the 
voting securities of any person and approxi- 
mately 50 percent of the voting securities of 
such person is owned directly or indirectly 
by another single interest, or if the appli- 
eant takes up the equity in undistributed 
earnings of any other. unconsolidated 
person, there shall be set forth for each 
such person the financial statements which 
would be required if it were an applicant, 
subject to §563c.1(q)(2) regarding group 
statements. The statements set forth for 
each person shall identify the other single 
interest, er other interests in any person op- 
erated jointly. 

(4) Omission of staiements required by 
paragraphs (2) and (3). Not withstanding 
paragraphs (2) and (3), there may be omit- 
ted from the proxy statements al) financial 
statement of any one or more unconsolidat- 
ed subsidiaries or 50-percent-owned persons 
cr other persons: (1) If all such subsidiaries 
and 50-percent-owned and other persons for 
which statements are so omitted, considered 
in the aggregate as a single subsidiary, 
would not constitute a significant subsidi- 
ary; or (2) if the income from the subsidiary 
reported by the applicant does not exceed 
106 percent of the consolidated net income 
for the latest fiscal year for which income 
statements are filed. 

(f) Special provisions—(1) Succession to 
ether business. (i) If during the period for 
which its statements of operations are re- 
quired, the applicant has by merger, consoli- 
dation, cr otherwise succeeded to one or 
more businesses, the additions. eliminations, 
and other changes effected in the succession 
shall be appropriately set forth in a note or 
supporting schedule to the statements of fi- 
nancial condition set forth. In addition, 
statements of operations for each constitu- 
ent business, or combined statements if ap- 
propriate, shall be set forth for such period 
prior to the succession as may be necessary 
when added to the time, if any, for which 
statements of opcrations after the succes- 
sion are set forth to cover the equivalent of 
the period specified in paragraphs (a), (b), 
and (¢) above. 

(ii) If the applicant by merger, consolida- 
tion, or otherwise is about to succeed to one 
or more businesses, there .shall be filed for 
the constituent businesses financial state- 
ments, combined, if appropriate, which 
would be required by these instructions. In 
addition, there shall be set forth a state- 
ment of financial condition of the applicant 
giving effect to the plan of succession. 
These statements of financial condition 
shall be set forth in such form, preferably 
columnar, as will show in related manner 
the statements of financial condition of the 
constituent business, the changes to be ef- 
fected in the succession and the statement 
of financial condition of the applicant after 
giving efiect to the plan of succession. By a 
footnote or otherwise, a brief explanation of 
the changes shall be given. 

(iii) This subparagraph (1) shall not apply 
with respect to the applicant’s succession to 
the business of any totally-held subsidiary, 
or to the acquistion of one or more business- 
es by purchase if such businesses, consid- 
ered in the aggregate as a single subsidiary, 
would not constitute a significant subsidi- 
ary. 
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(2) Acquisition of other businesses. (i) 
There shall be set forth for amy business di- 
rectly or indirectly acquired by the appli- 
cant after the date of the statement of fi- 
nancial condition set forth pursuant to 
paragraph (a) and for any business. to be di- 
rectly or indirectly acquired by the appli- 
cant, the financial statements which would 
be required if such business were an appli- 
cant. 

(ii) The acquisition of securitics shall be 
deemed to be the acquisition of a business if 
such securities give control of the business 
or combined with securities already held 
give such contrel. 

iii) No financial statements need be set 
forth pursuant to this subparagraph (2), 
however, for any business acquired or to be 
acquired from a totally held subsidiary. In 
addition, the statements of any one or more 
businesses may be omitted if such business- 
es, considered in the aggregate as a single 
subsidiary, would-not consititute a signifi- 
cant subsidiary. 

(g) Filing of other statements in cericin 
cases. The Corporation may, upon the re- 
quest of the applicant, and where consistent 
with the protection of account holders and 
others, permit the omission of one or more 
of the statements herein required or the 
filing in substitution therefor of appropri- 
ate statements of comparable character. 
The Corporation may aiso require the inclu- 
sion of other statement in addition to, or in 
substitution for, the statements herein re- 
quired in any case where such statements 
are necessary or appropriate for an ade- 
quate presentation of the financial condi- 
tion of any person whose financial state- 
ments are required, or whose statements are 
otherwise necessary for the protection of ac- 
count holders and others. 

(h) Historical financial information.—(1) 
Applicability of paragraph (h). The infor- 
mation required by this paragraph (h) shail 
be included in the proxy statement if in the 
opinion of the applicant it is material to the 
understanding of its financial condition. If 
the applicant determines to omit the infor- 
mation required by this paragraph, it shall 
file with its application for conversion a 
statement briefly explaining such omission. 

(2) Scope of paragraph (h). The informa- 
tion required by paragraph (h) shail be fur- 
nished for the 7-year period preceding the 
period for which statements of operations 
are set forth, as to the accounts of each 
person whose statement of financial condi- 
tion is set forth. The information is to be 
given as to all of the accounts specified 
whether. they are presently carried on the 
books or not. Paragraph (h) does not call 
for an audit, but only fora survey or review 
of the accounts specified. It should not be 
detailed beyond a point material to account 
holders and others. 

(3) Revaluation of property. (i) If there 
were any material increases or decreases in 
investments, in property, plant and equip- 
ment, or in intangible assets, resuiting from 
revaluing such assets, state (a) in what year 
or years such revaluations were made; (b) 
the amounts of such increases or decreases, 
and the accounts affected, including all re- 
lated entries; and (c) if in connection with 
such revaluations any related adjustments 
were made in reserve accounts, state the ac- 
counts and amounts with explanations. 

(ii) Information is not required as to ad- 
justments made in the ordinary course of 
business, but only as to major revaluation 
made for the purpose of entering on the 


books current values, reproduction cost or 
any values other than original cost. 

Gii) No information need be furnished 
with respect to any revaluation entry which 
was subsequently reversed or with respect 
to the reversal of a revaluation entry re- 
corded prior to the period if a statement as 
to the reversal is made. 

(4) Other changes in surplus. If there were 
any material increases or decreases in sur- 
plus, other than those resulting from trans- 
actions specified above, the closing of the 
profit anc loss account or the declaration of 
payment of dividends, state (i) the year or 
years in which such increase or decreases 
were made; (ii) the nature and amounts 
thereof; end (iii) the accounts affected, in- 
cluding aii material related entries. Para- 
graph (3)itli) shall also apply here. 

(5) Predecessors. The information shall be 
furnished, tc the extent it is material, as to 
any predecessor of the applicant from the 
beginning cf the period to that date of suc- 
cession, not only as to the entries made re- 
spectively in the books of the predecessor or 
the successor, but alse as to the changes ef- 
fected in the transfer of the assets from the 
predecessor. However, no information need 
be furnished as to any one or more prede- 
cessors which, considered in the aggregate, 
would not constitute a significant predeces- 
sor. 

(6) Omission of ceriain information. (i) 
No information need be furnished as to any 
subsidiary, whether consolidated or uncon- 
solidated, for the period prior to the date on 
which the subsidiary became a majority- 
owned subsidiary of the applicant or of the 
predecessor for which information is re- 
quired above. 

(ii) No information need be furnished to 
any one or more unconsolidated subsidiaries 
for which separate financial statements are 
filed if ail subsidiaries for which the infor- 
mation is so omitted, considered in the ag- 
gregate as a single subsidiary, would not 
constitute a significant subsidiary. 

(iii) Only the information specified in 
paragraph (3) need be given as to any prede- 
cessor or any subsidiary thereof if immedi- 
ately prior to the date of succession thereto 
by a person for which information is re- 
quired, the predecessor or subsidiary was in 
insolvency proceedings. : 

Item 16. Consents of experts and reporis. 
(a) The proxy statement shall briefly de- 
scribe all consents of experts filed pursuant 
to section 563b.8(p). 

(b) The statement shall contain a report 
of the independent public accountants who 
have certified the financial statements and 
other matters in the statement. 

Instruction. The instruction to item 13 
shall apply to paragraph (a) of this item. 

Item 17. Attachments. There shall be at- 
tached to the proxy statement distributed 
to association members and others a copy of 
the applicant’s plan .of conversion as ap- 
proved by the Corporation. There may also 
be attached to,such statement 2 copy of any 
stock option plan described under item 12. 
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OFFERING CIRCULAR FORM 


{tem 1. Information required by and use 
of form OC. The offering circular shall be 
dated as of the date of its issuance. The of- 
fering circular shall contain substantially 
the same information required to be includ- 
ed in the proxy statement of the applicant 
distributed to association members to vote 
upon the plan of conversion. Information of 
the type required to be included in the 
proxy statement may be omitted from the 
offering circular only to the extent that it is 
clearly inapplicable. The offering circular 
may be in “wrap around” form with the 
proxy statement attached. 

Instruction 1. The term “offering circu- 
lar” refers to both the offering circular for 
the subscription offering and the offering 
circular for the public offering through an 
underwriter or the direct community mar- 
keting by the converting insured institution 
of the unsubscribed shares, unless otherwise 
indicated. 

2. The offering circular shali include such 
information which the General Counsel or 
Director of the Securities Division of the 
Office of General Counsel, by interpretive 
release or otherwise, has deemed necessary 
to comply with this form OC. 

3. An offering circular for the subscription 
offering in “wraparound” form distributed 
to association members and cther persons 
who have previously been furnished a copy 
of the proxy statement need not contain the 
proxy statement as an attachment provided 
such offering circular states that a copy of 
the proxy statement has previously been 
furnished to such persons and that an addi- 
tional copy thereof will be furnished 
promptly upon request to the applicant 
(with the telephone number and mailing ad- 
dress of the applicant stated). 

Item 2. Additional current information re- 
quired. The final offering circular for the 
subscription offering, the preliminary offer- 
ing circular for the public offering or the 
direct community marketing used during 
the subscription period and the final offer- 
ing circwlar for the public offering or the 
direct community marketing shall as of 
their respective dates of issuance include 
the following additional current informa- 
tion to the extent that such information is 
not already included in the proxy state- 
ment: 

(a) Information with respect to the vote of 
association members upon the pian of con- 
version and any other proposals considered 
at the meeting of members; 

(bd) Information with respect to any recent 
material developments in the business or af- 
fairs of the applicant; 

(c) Information with respect to the trad- 
ing market that is expected to exist for the 
capital stock following the conversion. 

(d) Any other information necessary to 
make such offering circular current, inciud- 
ing full financial statements of the appli- 
cant within 6 months prior to the date of is- 
suance of such offering circular. 
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Item 3. Statement required in offering cir- 
culars. There shall be set forth on the cut- 
side cover page of every offering circular 
the following statement in capital letters 
printed in boldface roman type at least as 
large as 10-point modern type and at least 
two points leaded: 


These shares have not been approved or disap- 
proved by the Federal Home Loan Bank Board or 
Federal Savings and Loan Insurance Corporation 
nor has such Beard or Corporation passed upon 
the accuracy or adequacy of this offering circu- 
lar. Any representation to the contrary is unlaw- 
ful. 


Item 4. Preliminary offer.ing circular. The 
outside front cover page of any preliminary 
offering circular shall bear, im red ink, the 
caption “Preliminary Offering Circular,” 
the date of its issuance, and the following 
statement printed in type as large as that 
used generaliy in the body of such offering 
circular. 

“This offering circular nas been filed with 
the Federal Savings ard Loan Insurance 
Corporation, but has noi been authorized 
for use in final form. Information contained 
herein is subject to completion or amend- 
ment. The shares covered hereby may not 
be sold nor offers to buy be accepted prior 
to the time the offering circular is declared 
effective by the Federal Savings and Loan 
Insurance Corporation. This offering circu- 
lar shail not constitute an offer to sell or 
the solicitation of an offer to buy nor shall 
there be any saie of these shares in any 
State in which such offer, solicitation or 
saie would be unlawful prior to registration 
or qualification under the securities laws of 
any such State.” 

Item 5. Information with respect to sub- 
scription offering. The offering circular 
used for the subscription offering shall de- 
scribe all material terms of the subscription 
offering to the extent that such description 
is not already in the proxy statement. Such 
terms include the expiration date, any sub- 
scription agent, method of exercising sub- 
scription rights, payment for shares, deiiv- 
ery of stock certificates for shares pur- 
chased, maximum subscription price, possi- 
ble reduction of subscription prite, relation- 
ship of subscription price to public offering 
price, requirement that ali umsubdscribed 
shares be solid, and any other material con- 
ditions of the subscription ofrering, 

Item 6. Information with respect to public 
offering or direct community marketing. 
The offering circular for the subscription 
offering and the offering circular for the 
public offering or direct community market- 
ing shall both describe the material terms 
of the plan or pians of distribution for all 
unsubscribed shares of capital stock not 
purchased by account holders or others pur- 
suant to the subscription offering to the 
extent such description is not already in the 
proxy statement, including the following: 

(a) if the shares are to be offered through 
underwriters, the outside front cover page 
of both offering circulars shall give the in- 
formation called for by this paragraph. In 
the case of the offering circular for a public 
oifering, such information shall be given in 
substantially the tabular form set forth 
below. In the case of the offering circular 
for the subscription offering, and the direct 
community marketing, such information 
may be given in narrative form. If the infor- 
mation is not known at the time of the sub- 
scription offering, so state and estimate. 
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Price to 
public 


Under- Proceeds to 
writing ' applicant 





Per share 





' Underwriting discounts and commissions. 


(od) The outside front cover page of the of- 
fering circular for the public offering or 
direct community marketing shall briefly 
summarize the results of the subscription 
offering including the number of shares 
sold to eligible account holders supplemen- 
tal eligible account holders, voting members 
and others, the price at which the shares 
were sold, and the number of unsubscribed 
shares. Such offering circular may omit the 
description of the subscription offering re- 
quired by item 5. 

(c) If the unsubscribed shares are to be of- 
fered through underwriters, the offering 
circular for the public offerings shall state’ 
the names of the principal undeiwriters and 
the respective’ amount underwritten by 
each. The names of the principal underwrit- 
ers other than the managing underwriters 
and the respective amounts to be underwrit- 
ten may be omitted from the offering circu- 
lar for the subscription offering. Both offer- 
ing circulars shall identify each principal 
underwriter having a material relationship 
to the applicant and state the nature of the 
relationship. Both underwriting circulars 
shall state briefly the nature of the under- 
writers’ obligation to take the unsubscribed 
shares. 

(da) The offering circular for the public of- 
fering shall state briefly the discounts and 
commissions to be allowed or paid tc dealers 
in connection with the sale of the unsub- 
scribed shares. Such inicrmation may be 
omitted from the offering circular for the 
subscription offering. 

{e) If the unsubscribed shares are to be of- 
fered through undervriters, the offering 
circular for the public offering shall identi- 
fy any principal underwriter that intends to 
confirm sales to any accounts over which it 
exercises discretionary authority and in- 
clude an estimate of the number of shares 
so intended to be confirmed. Such informa- 
tion may be omitted from the offering circu- 
lar for the subscription offering. 

Instructions. 1. Commissions include all 
cash, securities, contracts, or anything else 
of value, paid, to be set aside, disposed of, or 
understandings made with or for the benefit 
of any persons in which any underwriter or 
dealer is interested, in connection with the 
sale of the shares. 

2. Only commissions paid by the applicant 
in cash are to be included in the tabie, Any 
other consideration to the underwriters 
shall be set forth following the table with a 
reference thereto in the second column of 
the table. Any finder’s fees or simiiar pay- 
ments shall be appropriately disclosed. 

3. All that is required as to the nature of 
the underwriters’ obligation is whether the 
underwriters are or will be committed to 
take and to pay for all of the shares if any 
are taken, or whether it is merely an agency 
or “best efforts” arrangement under which 
the underwriters are required to take and 
pay for only such shares as they may sell to 
the public. Conditions precedent to the un- 
derwriters’ taking the shares, including cus- 
tomary “market outs,” need not be de- 
scribed. If a “best efforts” arrangement is 
used, describe any standby commitments for 
shares not sold. 
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PROPOSED RULES 


(f) If the unsubscribed shares are to be 

sold by the converting insured institution by 
direct community marketing, indicate the 
timing of the offering. the geographical 
area wherein the offering will be made, the 
method to be employed to market the 
shares including the frequency and nature 
of communications or contacts with poten- 
tial purchases, any preferences that will be 
given any such geographical area or class of 
potential purchasers and the limitations on 
purchases by potential purchaser. 
(Sec. 402, 403, 407, 48 Stat. 1256, 1257, 1260, 
as amended; 12 U.S.C. 1725, 1726, 1730; sec. 
5, 48 Stat. 132, as amended; 12 U.S.C. 1464. 
Reorg. Plan No. 3 of 1947, 12 FR 4981, 3 
CFR 1943-48 Comp. 1071.) 


By the Federal Home Loan Bank 
Board. 
RONALD A. SNIDER 
Assistant Secretary. 
[FR Doc. 78-29349 Filed 10-18-78, 8:45 am] 


FEDERAL REGISTER, VOL. 43, NO. 203—THURSDAY, OCTOBER 19, 1978 





